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THE OUTLOOK 


Lack of Buying Power—The Rebirth of the Railroads 


Effect of Higher Rates on Industry— 


Growth of Our Imports—The Market Prospect 


HE return of the market level to the lowest previous 
prices of 1920 has been due to “lack of buying 
power,” but that phrase means little until we arrive 

at the reasons for it. In brief, those reasons are: 

Scarcity of liquid capital, resulting in high money rates. 
Downward tendency of commodity prices, which has re- 
duced the profits of business men and has increased the num- 
ber of failures. 

Smaller savings in proportion to expenses, cost of living 
and level of prices. While there has been no decline in 
savings as measured in money, the money now has less than 
half its former purchasing power. Or to look at it from the 
other end, twice as much new capital is necessary to achieve 
the same results. Savings have not doubled along with 
prices, expenses and cost of construction, as they would have 
to do to make the situation in this respect relatively the same 
as it was at the old price levels. 

These fundamental reasons for “lack of buying power” 


seem likely to stay with us for some time. 
“he wee 


ITH the Wage Award and the Rate 

Decision in hand, and with tentative 
valuations (as based on 1914 conditions), 
available for fifty leading roads, the rail- 
road situation is evidently on the road to that “stabilization” 
which has been the aim of legislators. 

The new wage scale raises railroad wages somewhat more 
than the cost of living has increased since 1913, but no one 
will complain of that if only the employees will apply to 
their work the highest efficiency of which they are capable. 
The clearing up of railroad congestion is now the first es- 
sential and it will be well worth while to pay the men the 
wages decided upon if they lend their best efforts to that end. 

The new rates provide for a 20% increase in passenger 
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WHERE THE 
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STAND NOW 


fares, and on freight an increase of 40% in Eastern terri- 
tory; 35% in Western as far as Montana, Denver and El 
Paso; and 25% in the South (east of the Mississippi), and 
in Mountain and Pacific territory beyond the Western di- 
vision. The Commission estimates that these rates should 
earn approximately 6% on a valuation of $18,900,000,000 
—this valuation being $1,716,000,000 less than claimed by 
the roads. As measured by present price levels, this valuation 
is absurdly low—but not any lower than the price of railroad 
stocks, so it may be assumed that valuation results has been 
pretty well discounted by the market. 

The above are the new conditions under which the roads 
will operate beginning Sept. |, and it is probable that this 
settlement of the question will be looked upon as fair by the 
majority of the people of the country. It certainly is not 
unduly favorable to the roads. 

The problem of what each road’ can earn under the new 
scales will not be easy of solution, and’ actual earnings as re- 
ported month by month will be the first definite light on it. 
Past railroad statistics are almost valueless in forming an 
opinion, except in the broadest way. The net result will be 
a gradual stabilization of the prices of railroad securities, 
but that condition is a long way from having been reached 
now. On the contrary the adjustment of prices to values has 
made only a fair beginning. 

The weak roads will benefit at the expense of the strong, 
chiefly because of the “recapture” provision of the law, 
under which earnings above 6% are to be divided between 
the road which earns the money and a Government fund to 
be built up for the benefit of all the roads of the country 
together. Since the strong roads have benefited by the growth 
of population and wealth, there is a certain element of justice 
in this arrangement, but it could not be expected that it would 
be hailed with joy by the stockholders of the strong roads. 
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* ‘present level is doubtless warranted by the new conditions, 
but the roads still have so many problems before them that 
moderate cheerfulness on the part of investors is perhaps all 
that can be expected. A\s a class, the second grade and 
speculative bonds of growing roads ought to benefit the most. 
Numerous special articles on these have appeared in recent 
issues of this magazine. 
a eee 


N aggregate increase of $1,500,000,- 

000 in the country’s annual railroad 
rate bill means about $14 per person, or 
perhaps $65 for the average family. It 
is useless to hope that an added expense of over $5 monthly 
for each family will not be felt, especially as it comes on top 
of heavy taxes, a high cost of living, and a great reduction 
in the purchasing power of savings or fixed incomes. 

The simple fact is that for a long time all of us have been 
profiteering at the expense of the railroads. The time has 
now arrived when we shall have to begin paying for trans- 
portation on the basis of what it is really worth. 

On the other hand, business men and firms which now have 
goods or materials on hand which were hauled at the old rates, 
will be in a position of advantage as compared with those 
who have to pay the new rates, and may, therefore, tem- 
porarily realize some compensating profits out of the change. 
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EFFECT ON 
INDUSTRY 


HE Commission estimates that the new 
rates would have provided 6% on rail- 
road valuation for the year ended Oct. 31, 
1919. That year, it will be remembered, 
included the traffic slump following the armistice; so if traffic 
keeps up at its present rate, the roads should earn rather 
more than the specified 6%. Especially, those roads which 
are able under private operation to get more business than 
under Government operation, should show pretty satisfactory 
earnings on the new rates. 

Again, since any possible traffic slump would appear first 
in the industrial centers of the Eastern and Central States, 
the Western roads should have before them a longer period 
of well sustained earnings. 

The tentative valuations so far given out indicate that 
equities behind the investment class of railroad stocks will 
be preserved. On the other hand, there are some stocks of 
weak roads, such as Duluth, South Shore & Atlantic or 
Toledo, St. Louis & Western, whose equities appear to be 
entirely wiped out. But earnings are always more important 
than equities and it is therefore the earnings which will be 


EFFECT ON 
DIFFERENT 
RAILROADS 


most carefully watched for indications as to the future of the 


different companies. 
ee 

HE fact that the excess of our exports 
over our imports in June was only 
$78,000,000, the smallest for any month 
since pre-war days, has attracted much at- 
tention. As our readers will remember, this is in accord 
with our frequent analyses of the foreign trade situation dur- 
ing the past year. It seems to’us an inevitable development, 
and without attempting to predict the balance of any par- 
ticular month, we believe the general tendency must continue. 
The success of our growing imports are of special inter- 


Ho 


GROWING 
IMPORTS 


» follows: 


’ Joans. 


fromthe “month of June, 1919, were as 


Our Exports to 
Dec. $357,596,000 
Inc. 66,398,000 
29,005,000 Inc. 2,510,000 
45,440.000 Dec. 9,697,000 


That Europe could sell to us $65,000,000 more goods in 
June than last year, and buy from us $357,000,000 less 
goods, sheds a great light on the progress of her industries. 
With South America and other parts of North America, our 
total trade grew, but the increase in imports was nearly 
double the increase in exports. Our exports to Asia were 
fairly well maintained, but our imports from Asia increased 
heavily. 

That Europe will sell us goods just as soon as it can get 
in a position to manufacture them, seems like a foregone con- 
clusion, in view of the fact that it owes us a big annual 
interest bill where before the war we owed the interest. These 
interest payments cannot be made in gold. That is quite out 
of the question. They must be made in goods or postponed— 
and the postponing only means still bigger imports by us in 
the future. 

We see no occasion for alarm in this situation. Why 
should we object to a big addition, in the form of various 
things which we want, to our annual income, as a result of 
our past loans and investments abroad? Nevertheless, in 
cases where we have previously been making these things for 
ourselves, it is evident that some trade readjustments at home 
will be necessary. We shall have to start putting in our 
time making something else, which may temporarily disturb 


Our Imports from 
. $65,275,000 
...Inc. 117,651,000 


our plans. 
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OST lines of business are now be- 

ginning to feel some slowing up. In 
the textile trades buyers are holding off 
awaiting more settled conditions following 
the sharp fall of prices, and the same is true in the shoe and 
leather industries. On the other hand, fair crops are almost 
assured, wheat having turned out much better than expected, 
and corn being safe except for the possibility of early frost. 
Failures are on the increase, because of falling prices and 
smaller profits, and the banks are therefore critical in granting 
The downward drift in business activity does not 
yet appear to be over. The situation in Poland, while a long 
way off, creates some uneasiness. 

Lower prices and business liquidation ought to prevent the 
necessity of higher money rates this fall, but there is no pres- 
ent indication of any material easing of money. 

It is noticeable that bonds have recently been relatively 
stronger than stocks. They ought to be, for there are many 
wonderful bargains among them. 

The failure of the stock market to respond satisfactorily 
to the railroad rate ruling was disappointing. Evidently there 
were many holders of stocks waiting for good news on which 
to liquidate. In general, stocks are now going from weak 
hands into stronger hands, but that does not necessarily mean 
that the bottom has been reached. 

For the present investors may well turn their attention to 
the bond market or to high grade preferred stocks, where 
many attractive opportunities are available. 
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How’s Business? 


An Interview with Hubert T. Parson, President of F: W. Woolworth Co., Who Says Spenders 
Are Becoming More Particular—His Career and Description of Extraordinary 
Office He Occupies in Woolworth Tower 





NDUSTRIES, not 
the banks, must 
make good the 
wastes of war, ac- 
cording to James A. 
Stillman, president 
of the National City 
Bank, for the “real 
shortage—ca pital 
cannot be made 
good by further ex- 





. tension of credit.” 
Entrance Woolworth : . 
Building “Where is new 


capital to come from?” I put the witless 
question to Otto H. Kahn, who indulgently 
explained to me that capital could not be 
conjured up through any hocus-pocus ; that 
prudence and thrift, not statistical jug- 
gling, were its creators. Taking the hint, | 
hurried off to visit a man whose daily op- 
portunities for observing the habits of 
shoppers are unrivalled, and who, through 
his many deputies, is never far away from 
the pulse of production. I am referring 
to Hubert T. Parson, president of the 
Woolworth chain of “five and ten” cent 
stores, which serve close on to a thousand 
million buyers a year. The five and ten 
cent pieces, according to Mr. Parsons, are 
coming back to their own again, produc- 
tion generally is speeding up throughout 
the nation, and labor gradually approxi- 
mating its pre-war efficiency. 

“Spenders are becoming more educated 
Mr. Parson illustrated, sorting out a 
bunch of neatly typed memos someone 
had just left on his desk. “There seems 
to be less hysteria. For the last couple 
of years the public has spent its money 
like drunken sailors. Nobody asked what 
anything cost, just to ‘send it to this ad- 
dress.’ Common sense is becoming a fac- 
tor now in purchasing. Then, too, we are 
in what could be called a ‘buyers’ market,’ 
and ‘I am impressing upon all my assist- 
ants not to buy until the fall.” 

“You do not expect——” 


“No (Mr. Parson anticipated the 
query), I don’t for a moment expect or 
even fear a panic, but I certainly look 
for a still greater decline in prices. A 
year ago our buyers were scurrying about 
the markets begging for merchandise. 
Silk handkerchiefs, to give you an exam- 
ple, have dropped more than a hundred 
per cent, and soap is seeking lower levels 
all the time. Production in all lines is 
rapidly being transferred away from luxu- 
ries and high-priced articles back to staple 
goods. During the war staple goods dis- 
appeared almost entirely. Everyone 
shopped in a silk shirt and nobody would 
look at anything that wasn’t silk. Re- 
member the time Mr. Hoover wanted to 
buy a medium-priced shoe for the needy 
Belgian children, and that he couldn't 
find any manufacturers who were making 
them? 


“Another healthy sign of our approach 
to normality is the increase of efficiency 
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By FRANCIS J. OPPENHEIMER 


by labor, figures recently prepared by the 
Merchants’ Association showing that it is 
now about 70% of what it was before the 
war. The change began to be noticeable 
last September. There seems, too, to be 
more applicants for work than there has 
been for a long while. And loyalty seems 
to be on the increase, industrial morale 
rapidly being restored in our centers of 
production. And in some centers of the 
country unskilled labor is plentiful. 
“Employers do not object to paying 
higher wages, but workers have not been 
giving a fair return.” The builder of the 
Woolworth building, Louis J. Horowitz, 
told me some months ago that bricklayers 
who used to lay from 1,200 to 1,500 bricks 


Photo by Gessford. 
HUBERT T. PARSON 


President of the F. W. Woolworth 

Company, which controls 1060 Five 

and Ten Cent Stores, serving three 
million customers a day. 


when they were paid $5 a day, only lay 
about 700 now that they receive as high 
as $10 a day. “This situation appears to 
be adjusting itself, also,” Mr. Parson said, 
“and according to statistics, just published 
by the Department of Labor, there is a 
greater volume of employment this year 
over last.” 

The fourteen industries investigated by 
the department were: Iron and steel, au- 
tomobiles, car-building and repairing, cot- 
ton manufacturing, cotton finishing, hosi- 
ery and underwear, woolens, silks, men’s 
clothing, leather and manufacturing, boots 
and shoes, paper-making, cigars and bitu- 








minous coal mining. 

“The South, I found,” Mr. Parson con- 
tinued with characteristic deliberateness, 
“was a little backward. Last March they 
were not tilling the fields. Prosperity, due 
to the war, seems to have demoralized it. 
I noticed a great lack of acreage. Texas, 
on the other hand, promises a wonderful 
crop this year, and reports from Canada 
indicate a banner year for Canadian wheat. 
The Pennsylvania mills are all working; 
the steel mills reporting good business. 
The Middle West is in excellent shape, 
industrially, with the exception of the 
freight embargoes in St. Louis, which are 
messing up things a bit for the South- 
west.” 

Mr. Parson, who has has ben president 
of the concern for about a year, pressed 
for some reminiscence of the founder of 
the stores, said Mr. Woolworth frequently 
expressed to him the facts that human na- 
ture was the same the world over, in that 
it like to be able to buy something for a 
smaller sum than it has to pay elsewhere. 
Also, that when Mr. Woolworth contem- 
plated the erection of the “cathedral of 
commerce” many of his friends tried to 
ridicule him out of it, saying the whole 
project was doomed to failure, and “now 
we have a waiting list of tenants yards 
long, and the returns on the $14,000,000 
mvestment are most satisfactory.” 


Chain Stores Follow Population 


Census reports are watched by Mr. Par- 
son, and tabs generally, kept on popula- 
tion figures in determining the opening of 
new stores, which, by the way, are opened 
about one every week. When the U. S. 
Steel Corporation, for instance, announced 
it would build a large plant at Gary, the 
Woolworth company got busy, and before 
fifty. of the steel company dwellings were 
up, it had a five and ten cent store ready 
to do business with the steel workers. 
Farmers, it appears, are the biggest. pur- 
chasers in these stores, though the shop 
on Fifth.Avenue, one of the richest cen- 
ters of New York, does a thriving busi- 
ness. 

A system of bookkeeping was inaugu- 
rated by Parson whereby all bills are paid 
once a week, giving manufacturers a 
chance to have their money in time for 
the weekly payroll. Doing a cash busi- 
ness, there are no bad debts; discounts 
averaging 2% on $100,000,000 worth of 
purchases, “foot up,” as this ex-book- 
keeper put it, to about $2,000,000 a year, 
which is a tidy saving for stockholders. 
“We try as much as possible to eliminate 
waste. Excelsior, for instance, is put into 
a baling press and brings more than a 
hundred thousand a year. All our boxes, 
barrels and pails, and every sort of con- 
tainer, instead of being thrown away, are 
opened carefully, so as not to spoil them 
for re-use.” 

Hubert T. Parson, a downright sort of 
person, is the kind the late F. W. Wool- 
worth would naturally have chosen to be 
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his successor. Quiet, sober-visaged, this 
compact, unpretentious man’s eyes snap 
up everything in front of them. But he 
is deliberating all the time. And, from 
his decisive manner, you could tell he was 
“good at figgers,” even if you were un- 
aware of the fact that he started his ca- 
reer as a poorly-paid, over-worked book- 
keeper. But if Mr. Woolworth selected 
Mr. Parson to pick up his work where he 
had left it off, young Parson (I’m going 
back a quarter of a century now) it really 
was who picked “F.'W.” to be his boss. 


How Parson Started In 


It came about in this fashion. Tired 
of knocking about a number of uninter- 
esting jobs he had been holding. down, the 
lad decided to make a change, and being 
of the kind that believes in “the seek and 
ye shall find” theory, he hoofed it across 
the Brooklyn Bridge right into the heart 
of New York. In fact he walked into the 
heart of a New York newspaper—the ad- 
vertising office—timidly shov- 
ing across the counter an “ad” 
to the effect that he “wanted a 
position as bookkeeper”; that 
he could “do general clerical 
work.” The “ad” that got him 
the job which eventually led to 
the presidency of the largest 
chain of stores in the world 
cost him exactly five cents. 
You can’t even spend a nickel 
today without it costing a 
penny, to say nothing of get- 
ting an introduction to Fate. 

Mr. Woolworth seemed to 
like the cut of the young Cana- 
dian’s jib (this is yachting 
week and Parson had been born 
in Toronto, 1872), to such an 
extent that he offered him, hon- 
est, $8 a week, but Parson had 
advertised for $12 and would 
accept not a kopec less. He 
got what he asked for, also 
more bookkeeping than there 
was any call for. But then he 
had told the world he was “en- 
ergetic” and he needed every ounce of it 
battling with the Niagara of figures these 
founteen stores began dumping on his 
humble desk. The budding accountant 
began to wonder if he hadn’t made a mis- 
take flirting with Fate this way by leaving 
his perfectly simple job in the Brooklyn 
Chemical Works. 

But he began to make himself indis- 
pensable, instead of chucking the job. Go- 
ing to work he would say “good morning” 
to the milkman; coming back from work 
it was “good morning” to the baker de- 
livering the rolls, and this was many years 
before daylight saving. Soon Mr. Wool- 
worth found himself referring vexed ques- 
tions to this “galley slave,” as he has been 
called. It became, “See Parson,” or in 
the current vernacular, “He’ll tell ’em.” 


Growth of the Five and Tens 


Can anything new be said about the 
five and ten cent stores? Mr. Parsons told 
me the capital stock had been increased 
from fifty to a hundred million, 30% of 
the increased capitalization going back to 
the stockholders as a stock dividend. This 
in spite of the great competition. The 
chain-store idea seems growing. Switch- 
ing the conversation back to the conduct 
of these stores, I learned that following 
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a precedent set by Mr. Woolworth, Mr. 
Parson has an ideal; that is, to give the 
maximum value for the minimum cost; 
also, that the standard he sets for his sales 
force is courtesy and prompt service. 
Yes, you'll find one of these stores in 
every town you strike, and they are rapid- 
ly spreading all over the continent. No 
visit to a strange town is quite complete 
until you’ve been to the “five and ten” and 
listened to the latest canned music to the 
accompaniment of jelly beans dropped in 
a scale by some dark-eyed puss. One of 
the articles which Mr. Parson found it dif- 
ficult for American manufacturers to sub- 
stitute was a “doll that could sell for ten 
cents.” But then American dolls always 


were expensive, and—hush—you've got to 
pay a luxury tax (in addition to your 
dime) when you go into one of these 
stores for a gold-filled wedding ring. 
Though readily accessible to anyone on 
a legitimate errand, Mr. Parson is rather 
a difficult person to “do.” Not that he is 


THE EMPIRE ROOM 


Part of the gorgeous office suite planned by the late Mr. 
Woolworth and which his successors are now doomed to occupy 


close-mouthed, but he seems to have little 
to say on anything that doesn’t come up 
in the day’s work. And while there is 
little of display about him—in fact, he re- 
minds you of the man who offered you 
a cigar coming down on the Albany night 
boat—the setting in which he has to do his 
day’s work is so unreal, so theatrical, that 
both he and his caller are placed in a 
strained, unnatural attitude toward each 
other. Mr. Parson would like to call a 
spade a spade; a thing that couldn’t pos- 
sibly be done in such a Belascoesque back- 
ground of an office Mr. Woolworth fitted 
up some years ago, and which his suc- 
cessor seems doomed ta occupy. 


The Woolworth Museum 


I'll try to be explicit without intending 
any disrespect to the memory of Mr. 
Woolworth, whose ability ran in quite a 
different direction from art. And, as the 
French say, taste is rarer than genius. I 
had just gotten out of an express elevator 
which whisked me to the 24th floor of the 
Woolworth Tower, and while still. brush- 
ing the mud from my hat, was ushered 
into the most extraordinary room I have 
ever entered. I felt like the peasant who 
was brought into the presence of a king. 
I really was struck dumb with amazement, 


lost my speech. A very bad beginning 
for an interview. So this was the Em- 
pire room! 

While staggering under the magnificence 
of it all, a figure, almost eclipsed by the 
rose-tinted grandeur, invited me in what 
seemed like agonized tones (as if he were 
trying to make a brave face) “to make 
myself at home,” indicating at the same 
time, with the savoir faire of one accus- 
tomed to palace furniture, a Fontainebleu 
throne chair. A moment's silence. I tried 
to gather my wits, fancying in a sort of 
dream that I was being counted out. 
When I got my bearings I discovered the 
ticking came from a gorgeous mantel- 
clock, which Mr. Parson explained, Cook 
guide fashion, was given by a Czar to 
Napoleon, ._ This brought me back to my 
senses, for I could hear the Parisian dealer 
telling this to Mr. Woolworth while the 


. latter was writing out his Paris hotel ad- 


dress and his American check. The late 
Mr. Woolworth, it should be mentioned 
here, was very fond of Napo- 
leon. 

The golden telephone rings 
and Mr. Parson, making allow- 
ances for my stage fright, un- 
hitched Marengo (Napoleon’s 
favorite steed), and, brushing 
aside a Napoleonic miniature, 
said into his transmitter in a 
most matter-of-fact voice, “Give 
me the garage.” When 1 got 
my breath I asked about condi- 
tions in the Middle West, and 
again a whole battle of Auster- 
litz had to be brushed from his 
dainty battlefield of a desk to 
dig up the late reports from 
Wichita, Kan. On this desk 
are Empire lamps with golden 
Victories atop. Gold and mar- 
ble all over the place, doors, 
windows, etc. After I became 
hardened to this assault of 
beauty from all directions, even 
the lions and lionesses did not 
unnerve me, though they lashed 
their gilt tails furiously. 

I observed the clock over my shoulder. 
Cleopatra, golden? Yes. And the large 
candelabras, so an official of the Wool- 
worth building told me, are of a “marble 
now so scarce you seldom see it except in 
a museum,” where, he might have added, 
most of this clap-trap empire belongs, 
not in the office of a busy man of affairs. 
The fireplace, I was informed by the same 
official, “is capable of burning real wood 
and coal,” the best thing I’ve yet heard 
about this curious bit of industrial ana- 
chronism. 

Let me illustrate: Mr. Parson dips his 
pen to O. K. some office report. A Napo- 
leon in gold or bronze has to come down 
before the golden inkwell can be used, and 
another mounted Napoleon, in the way of 
a paperweight, is pressed into office boy 
service. Such is fame! It’s a good thing 
for Mr. Parson, Mr. Woolworth did not 
know that “the petit corporal” had seven- 
teen horses shot from under him. Think 
how difficult it would be to get at your 
paste-pot with such a golden or bronze 
cavalry on your empire desk. Mr. Parson 
picks up the blotter that was wished on 
him. More marble, more gold, and offers 
you a light for your cigar. Horrors— 
more gold! 

S (Continued on page 504.) 
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Great Power System Planned for 
Northeastern States 


Geological Survey Investigating Project Which May Effect Saving of $300,000,000 a Year in 
¢ Manufacturing Costs 


By GEORGE OTIS SMITH, Director of the U. S. Geological Survey 


ONGRESS just before adjournment 
C appropriated $125,000 for “a survey 
of power production and distribu- 
tion in the United States, including the 
study of methods for the further utiliza- 
tion of water power, and the special in- 
vestigation of the possible economy of 
fuel, labor and materials resulting from 
the use in the Boston-Washington indus- 
trial region of a comprehensive system 
for the generation and distribution of 
electricity to transportation lines and in- 
dustry.” The appropriation is to be ex- 
pended by the U. S. Geological Survey. 
The inquiry will resolve itself into 
three departments —transmission, railroad 
and industrial investigation. The object 
of the last two will be the plotting of 
what is known as the load curve of those 
divisions of power in order to determine 
where power stations should be located 
and how the transmission system should 
be erected to connect them. 
Although the appropriation represents 


only half the sum asked, a great start> 


may be made and perhaps completed 
within that sum. Engineers of the 
country and their societies will co-oper- 
ate, and already most valuable data have 
been collated from investigations made. 


Serious Power Shortage 


It was no wonder that Congress acted 
on this question when apprised. of the 
gravity of the power situation in this 
country. So far in 1920 there has been 
an increase in the use of power in the 
United States of 16% over that for the 
same period of 1919, which in turn ex- 
ceeded the peak period of the war. De- 
spite this unexpected increase, engineers 
say that a further increase of 100% in 
the use of power will be effected in the 
next five years. In other words, within 
that period as much more power must be 
developed as now exsts. 

In the zone between Boston and Wash- 
ington, extending 150 miles inland, there 
is at present a generating capacity of 17,- 
000,000 horse power, 10,000,000 industrial 
and 7,000,000 railroad, the latter being the 
sum of the horsepower in all the locomo- 
tives but not including the machine shops. 
To produce this power there is im- 
properly distributed and transmitted every 
year at least 60,000,000 tons of coal. By 
the installation of a super-power system, 
which this Survey contemplates, this coal 
tonnage will be cut in half. 

With coal costing $5.a ton, this will 
mean an annual saving of $150,000,000, 
not to speak of the reduction in transpor- 
tation requirements. 

To this tremendous saving there should 
also be added the saving to be effected in 
cost of machinery both on the railroads 
and in the factories. By the use of gen- 
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erated electricity, machinery maintenance 
will be cut in half and probably another 
$150,000,000 saved. In this estimate is in- 
cluded the saving effected by the use of 
electric engines. on the railroads resulting 
from their ability to handle much heavier 
tonnage than steam locomotives. A large 
reduction in train mileage is also brought 
about by this super-power production, and 
it would mean a great saving in the oper- 
ation of the railroads. When the New 
Haven railroad began electrification of its 
lines it started on a steam basis of 1,200 
tons behind the steam engine. Today it 
is 4,000 tons. That reflects the reduction 
in train miles, and corresponding increase 
in track capacity. 

In this same Boston-Washington zone 
raw and finished products are fighting with 
coal for cargo space on the railroads and 
for power in the form of coal, which. is 
maximum of bulk and minimum in effi- 
ciency, and the tonnage of which, when 
transported, represents 40% of the total 
available capacity. The super-power sys- 
tem contemplates a common overhead 
carrier—and the advantage is obvious. 

The plan of the engineers is the unifi- 
cation of power supply through the build- 
ing of tidewater turbo-electric generator 
stations at the points along the coast most 
favorably located for the hauling of coal. 
The power so applied is to be supple- 
mented by that received from the develop- 
ment of hydro-electric stations at all 
economic points on the rivers in this part 
of the country. Another addition of 
power will be obtained from the develop- 
ment of power at the mouths of mines by 
steam turbo-generator stations. 


Individual Users to Be Supplied 


These great power plants will be con- 
nected by a high voltage system of trans- 
mission, and the system, while producing 
this energy at a very low rate of coal 
consumption, will also supply reserve 
power for individual users. In the past 
they have had to duplicate their plants, 
but in the future they will not be required 
to do so, for all will be drawing from a 
cofmmon source and so furnishing a re- 
serve capacity for one another. It has 
been necessary in the expansion of indus- 
try in the past for manufacturers desiring 
an increase in power to install usually far 
more than their actual requirements, but 
by the new system, instead of installing 
2,000 horsepower should the need be only 
500 horsepower, they will buy a 500- 
horsepower motor and they will not have 
to carry the larger capacity as an overhead 
charge. There is nothing that does so 
much te reduce the cost of power as cen- 
tral station production of it, and the cen- 
tral station interests are greatly inter- 
ested in this plan. In the case where a 


large plant is to be established there is a 
tremendous opportunity to practice econ- 
omies; they are far above those that can 
take place in smaller plants. 

This super-power system will not, how- 
ever, be a competitor of small steam 
plants, for it is far outside that class. It 
is an addition to rather than an eliminant 
of steam. No power will be discarded, 
except in so far as a better source is 
provided, It will be economy to intro- 
duce it. Industrial expansion and traffic 
congestions demand the most efficient 
way of supplying that power, and elec- 
tricity in form and substance meets the 
situation because it permits of two most 
important things—conservation in fuel 
and great facility of application. 


Cheaper Than New Steam Installations 

The manufacturer is clamoring for this 
very thing. When he expands his power 
by electricity from the new system and 
scraps his own steam plant the operation 
will not interfere materially with what 
has been done by him hitherto. The 
economies in the electrification of hig 
plant will net him much more than if he 
installed another steam plant. Electricity 
offers a larger facility by pushing up pro- 
duction. If the super-power system offers 
him cheaper power, why continue with the 
old system? . 

In the Boston-Washington zone, steam 
power is being slowly replaced by electric, 
showing that the manufacturer entertains 
no doubt where his best advantage lies. 

Everybody must plan for the future, 
and the future is right ahead of us. If 
we continue with our present inefficient 
steam installations both the railroads and 
the industries of, the country will always 
be clogged. 

The immediate object of the Survey is 
the saving. of $300,000,000 a year in coal 
cost and by the elimination of other waste. 
This saving, if effected, would equal 5% 
of $6,000,000,000 and, by that reasoning, 
$6,000,000,000 could be justifiably spent on 
the project and the American people 
could still come out square while con- 
serving their natural resources. 

“The shipment of 100,000,000 tons of 
coal,” Prof. W. D. Jackson, head of the 
department of electrical engineering at the 
Massachusetts Institute of Technology, 
says, “means that every day 13,000 coal 
cars have to be started out from their 
terminal half of them from the mines and 
the other half from the places where 
their coal was delivered. Since it takes 
two or more weeks to make a transit of 
coal one can see what a tremendous num- 
ber of coal cars could be relieved by sav- 
ing 20% of the total mined. The Boston- 
Washington zone would particularly bene- 
fit from railroad electrification because it 
would practically take coal transportation 
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off the’ railroads and thereby reduce. the 
necessity of increasing trackage, rolling 
stock and terminals.” 

Former President Buckland of the New 
Haven says: 

“It has been said that a man who makes 
two blades of grass grow where one has 
grown before is a great public benefactor. 
Obviously a man who in New England can 
make one pound of coal do what two 
pounds have done before is even a greater 
public benefactor ; and even though coal be 
the largest single item of freight revenue, 
no carrier who has the good of the public 
at heart can oppose a plan which cuts in 
half the cost of power in New England. 
For every dollar lost by diminishing the 
coal hauled there will be more than a 
dollar gained from the increased freight 
traffic on higher class products.” 

The undertaking also has a tremendous 
bearing upon our navy and the shipping 
interests, for the super-power system will 
conserve coal and oil for other uses, 
fuels which, if used wastefully much 
longer, will soon be exhausted. 


There are also other savings. From 


coal can be reclaimed certain valuable 
constituents now wasted, such as coke, 
volatile gases, tar by-products. They all 
have a market value, but they can be 
taken ‘from coal only in large masses. 
The great super-power plants located at 
various places would handle coal in suffi- 
ciently large amounts to make it possible 
to introduce methods in reclaiming its 
constituents. 

And more and more the domestic user 
who is now compelled to use soft coal— 
a distinct nuisance where there are many 
small plants—would use the coke from 
the super-power plants and get it cheaper 
than he could soft coal. 


A Boon to Homes and Farms 


Then, a great development is taking 
place in the use of electricity in the 
homes, demanding power supply. The 
use of electricity is destined to lighten the 
burdens of womanhood a_ hundredfold. 
The super-power system would also make 
it possible to introduce electricity on the 
farm. It would put jn the hands of 
farmers small units of power at. small 


cost which could well be used for such 
operations as grinding feed, now being 
done with gasoline engines. All this con- 
stitutes a new phase in the utilization of 
power. It would supply what is lost to 
the farms in the flux from them of their 
man power. It can be made to flow 
further and further from the central 
plants. If we were ‘to take power from 
the St. Lawrence River, 300 miles from 
the New Haven road and in four times 
the amount required, the loss in power 
involved in the transmission would only 
be 5% and could be as low as 2%. 

How soon can all this be done? The 
report to Congress can be presented in 
18 months. The work fits right in with 
what has been going on. It is known ex- 
actly where the apparatus necessary to 
the construction of the plant can be 
built, and it would be a proposition of 
simply multiplying the work and many 
parts of it could be built at the same time 
and connected together. No unit in this 
system from its foundation to its super- 
structure has not already been accom- 
plished. 


The Psychology of Business Depression 


How a Boom Period Is Converted Into a Sinking Spell—Familiar Preliminaries of Depres- 
sion—The Role of Capital in Determining the Degree of Prosperity Prevailing 


EGINNING with the armistice of 
1918 and continuing into the present, 
the country has gone through a per- 


fect cycle of depression, boom, and ap- 


parently now dulness again. A study of 
what has taken place in these twenty 
months will reveal the fundamental prin- 
ciples which apply to all booms and de- 
pressions. 

Immediately after the armistice, busi- 
ness was undeniably dull. Prospects were 
uncertain, manufacturers had large stocks 
to dispose of, and with the return of the 
soldiers labor surplus and unemployment 
prevailed. By about April of last year, a 
more confident spirit began to manifest 
itself. Prices moved up, the security 
markets had a remarkable and sustained 
upward movement, new companies were 
incorporated by the thousands, unemploy- 
ment was replaced by a marked labor 
shortage, foreign trade was booming and 
everybody was making money. Toward 
the end of last year, this expansion and 
optimism started to fall off. Banks tight- 
ened their credit restrictions, people re- 
fused to buy at the high prices prevailing, 
merchants began to cut down their stocks, 
securities fell in price, while the output of 
new issues declined materially, and, in 
short, the doldrums were upon us again. 

So much for a brief statement of what 
took place. The point of interest is what 
caused it to take place. There are two 
important ways in which this problem can 
be tackled. First, the purely financial, 
which explains the phenomena somewhat 
as follows: 

Cause of the First Dull Period 

During the first dull period, capital was 
accumulated because people were saving 
money while there was little demand by 
industry for more capital since conditions 
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were dull. As a result, interest rates, 
which measure roughly the relations be- 
tween the supply and the demand for 
capital existing at any one time, were 
low, and money was so plentiful as to 
tempt enterprising business men to utilize 
it for profit-making ventures. This caused 
a demand for more goods, as a new fac- 
tory, for instance, will give new business 
to the steel industry, building materials, 
besides stimulating some raw materials 
industry and giving work to its employees 
whose wages give new business to the 
grocer, the butcher, and the like. In this 
way the wave of business expansion spread 
from one industry to another, until the 
whole country was involved. 

This increased demand for goods, 
coupled with an inadequate production of 
the same, and with a strong export de- 
mand from the war-stricken countries and 
from neutrals whose buying power had 
been increased by the war, went hand in 
hand with an increase in the currency, 
and the combined result was a steady in- 
crease in prices. At first this resulted in 
greater money or apparent profits, and 
therefore operated to accelerate _ still 
further the expansion of business by offer- 
ing it the hope of greater profits. 

At the same time; however, by increas- 
ing the cost of living, it caused demands 
on the part of the workers for higher 
wages, which in turn forced up the pro- 
duction cost, and hence the selling price, 
of finished goods. With higher wages, 
moreover, came increased apparent earn- 
ings, as measured in terms of money, and 
hence a temptation to spend more of one’s 
income than previously, and on articles 
formerly regarded as luxuries. 

Of course, this extra spending encour- 
aged the growth of industry, especially of 


the non-essential varieties, and so an 
ascending spiral was formed composed of 
wages, prices and business expansion, each 
forcing the other still outward and up- 
ward until something came to put a stop 
to these factors. 

This something, from the financial 
point of view, was the steady exhaustion 
of capital by the constantly increasing de- 
mands of industry and the failure to ac- 
cumulate new capital because of the dissi- 
pation of income through spending in- 
stead of saving. This was measured by 
the rise in interest rates, both for tem- 
porary accommodation and for long-term 
investment, the latter being shown in the 
decline in bond prices. If everybody were 
saving and putting the proceeds, directly 
or indirectly through banks, into invest- 
ment securities, the price of the latter 
would have held firm and yields would 
not have been so high. Conversely, if 
there were not such a demand for capital 
as to bring money up to unusually high 
rates, bond yields would not have risen 
to meet them 

In any case, the growing scarcity of 
capital compelled industry to pay very 
high rates, compared with normal stand- 
ards, for its funds. Confronted with this 
situation, business men began to think 
twice, and more, before expanding any 
further, because interest rates were now 
up to a point where they cut seriously into 
profits unless prices should be raised still 
further. As prices went up and up, how- 
ever, increasing resistance was met, as 
people were less and less able to buy at the 
high price levels. As the cost of living went 
up, to’ maintain their purchasing power 
they had to obtain higher and higher 
wages, and past a certain point the manu- 
facturers felt that these high labor costs, 
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together with the high interest charges, 
were putting their production costs up to 
a dangerously high level, and so offered 
more resistance in turn to demands for 
higher wages. 

About this time, therefore, the warnings 
of the conservative, who had been holding 
back and clamoring against the “over-ex- 
pansjon” and “inflation,” began to carry 
more weight, particularly as with the in- 
creasing shortage of capital the banks 
not only had to raise interest rates to in- 
tolerable levels, but because of the gold 
reserve requirements called in loans, forc- 
ing manufacturers and dealers to raise 
cash to pay their debts by liquidating 
merchandise and securities. 


Gold Standard the Anchor 


The one fixed thing, therefore, in our 
whole financial system which prevents a 
“boom” from going on indefinitely is the 
gold standard, with its consequent require- 
ment that a certain gold reserve be main- 
tained, which is bound to check inflation 
after it has reached a certain point. - With 
the banks calling in loans, of course, it is 
easy to see that manufacturers will keep 
plants closed while disposing of their in- 
ventories, thus cutting down purchasing 
power, that large quantities of goods will 
be dumped on the market, bringing down 
prices, that in view of smaller demand for 
their product and lower living costs em- 
ployers will insist on paying smaller 
wages, further reducing purchasing power, 
that employees will not be able to enforce 
wage demands any further or even main- 
tain old wage standards because instead 
of labor shortage the dulness in business 
will have brought about a labor surplus, 
so that workers will compete for jobs 
rather than employers for workers. In 
short, the whole spiral will now have been 
reversed and the condition known as a 
“depression” will be upon us, during which 
time capital will be accumulated by the 
cutting down of expenditures and the 
lessening of the demands of industry for 
funds. 

So much for the purely financial expla- 
nation. The same phenomena, of course, 
being based.on the actions of human be- 
ings, are susceptible of a purely psycho- 
logic explanation, which gives the other 
side of the story, and makes it complete. 
From this point of view, during the early 
depression beginning with the armistice, 
of the two main emotions regulating busi- 
ness activity, hope and fear, the latter, in 
all sorts of complex variations, predomi- 
nated. We had just passed through a 
time of unprecedented changes, in the busi- 
ness world as well as out of it; empires 
were falling, rulers were dethroned, talk 
of epoch-making changes in international 
relations was in the air. Government con- 
trol of business had reached an unprece- 
dented range, uncertainty prevailed as to 
whether prices would go back to pre-wat 
levels or go still higher—in short, it was 
pre-eminently the time to “go slow.” 

Some courageous or far-seeing souls 
risked the plunge, and found that the 
great unsatisfied demand left over from 
war times for all sorts of good things 
was strong enough to stand the burden of 
increased prices. Civilians who had been 
deprived of luxuries during the war, and 
soldiers who had been deprived of neces- 
sities, were only too anxious to live as 
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well as they could. Realizing this, the 
business man’s attitude switched from un- 
certainty and fear to the most buoyant 
hope. It seemed to him as though there 
never could be any end to the demand 
for his goods—if his prices went up, other 
peoples’ wages wént up, and the buying 
went on merrily. 

At the same time, foreign trade, a com- 
paratively new development for us on the 
large scale it has reached, began to occupy 
his attention. New York was to replace 
London as the world’s financial center 
we were not only to keep all the trade we 
had won through the exceptional circum- 
stances of war-time, but go on and gain 
new soil, since Europe was in no shape to 
compete seriously with us. . War-starved 
Europe was even a better and hungrier 
market than our own, and it would take 
years and years to replenish its shelves. 
There could be no fear of over-production 
with this tremendous source of demand to 
take our surplus goods as fast as we 
turned them out. 


Effect of Over-confidence 


Accordingly, new companies were or- 
ganized in continually increasing numbers. 
The oil boom, based on the solid physical 
fact that the world’s production is dan- 
gerously close to its production, added 
impetus to the movement. The worker, 
seeing that he got $10 a day where he had 
formerly gotten $3, spent money on things 
he had long wanted, but considered beyond 
his means, regardless of the fact that his 
living costs had also gone up. In exactly 
the same way, the business man, getting 
30% profit where he had previously got- 
ten 10%, went on expanding his business 
to the limit of his credit, not noticing that 
production of actual goods was, by and 
large, below pre-war figures. 

Everybody was hopeful, everybody ex- 
pected the happy conditions of the present 
to extend indefinitely, everybody was 
either borrowing money or neglecting to 
save. Of course, there were always long- 
faced gentlemen “sounding warnings 
against inflation,” but one could disregard 
them as conservative old fogeys. 

This blithe optimism, however, began to 
be disturbed by one thing after another. 
To begin with, our foreign trade began 
to fall off, partly because of the steadily 
declining foreign exchange rates caused 
by its very exuberance, but partly also 
because our American prices were getting 
to be a bit too much for the effete Euro- 
pean. Second, in any upward or down- 
ward movement of prices there is always 
a certain failure of adjustment ; in other 
words, wages and prices do not synchron- 
ize. The worker felt perfectly fine about 
getting $70 to $80 for a week’s work, but 
when it came to putting up $100 for a fair 
suit of clothes he began to kick, possible 
wage increases notwithstanding. As prices 
went higher, the grumbling became louder, 
finally culminating in the “overall parade,” 
cotton clothes and gingham movements, 
and less vociferous but more effective, ab- 
stention from buying. 

The business man, seeing his sales fall 
off at home and abroad, while his interest 
charges grew continually higher and credit 
harder and harder to get, decided to cut 
out plans for expansion, contract opera- 
tions and get rid of merchandise. By this 
time he found everybody else doing the 


same thing; dealers unwilling to buy, 
manufacturers unwilling to produce, glum- 
ness, uncertainty, waiting for break} im 
short, the whole thing all over again™“da; 
capo.” Purely psychologic factors, how- 
ever, would never end a boom and turn 
it into a period of depression; it takes @ 
fixed factor outside of the system to do 
that, and that is supplied by our gold 
standard with its requirement of a gold 
reserve ratio which is decreased by con- 
tinual loaning and brought up again by 
continued saving. 

The financial version of the depression- 
boom-depression cycle is, therefore, like 
this: accumulation of capital—expansion 
of business, dissipation of capital, growth 
of credit—scarcity of capital, contraction 
of business, accumulation of capital- The 
psychological version of the same story 
goes thus: fear and uncertainty—optimism, 
free spending and “sky-limit” expansion— 
doubt, fear and uncertainty again. Neither 
version tells the whole story; together 
they explain one of the most important 
features of our economic organization. 


A BANK STATEMENT LAYMEN 
CAN UNDERSTAND 


Eastern Bank Adopts New Plan in Mak- 
ing Reports 
When bank statements are published’ 
they are usually worded in such a way 
that the average person reading them is 
left with the impression that they are 
nothing more than a lot of meaningless 
financial expressions. To avoid this im- 
pression and give its customers a clear 
insight into its workings, an eastern bank 
puts out a statement that can easily be 
understood by all who read it, no matter 
how slight their business knowledge. 
The following is a sample of the kind 
of statements published: 


The Bank Owes to Depositors........... 
A conservative banker afways has 
this indebtedness in mind and he 
arranges his assets so as to be able 
to meet any request for payment. 

For this Purpose We Have: 

Cash 
(Gold, Bank Notes and Specie) 
and with legal depositories return- 
able on demand. 
II. Checks on Other Banks......... 
‘Payable in one day. 
III. U.S. Government Securities... .. 
IV. Loans to ‘Individuals and Cor- 
porations 
Payable when we ask for it, 
cured by collateral of greater value 
than the loans. 
V. Bonds 
Of railroads and other corpora- 
tions, of first quality and easily 


Payable in less than three months 

on the average, largely secured by 

collateral. 

Bonds and Mortgages 

Estate 

Twenty-one Banking Houses.... 

All located in New York City. 

Total to Meet Indebtedness............. ‘ 

IX. This leaves a surplus of.. 

Which becomes the property of the 
Stockholders after the debts to the 
depositors are paid, and is a guar- 
antee fund upon which we solicit 
new deposits and retain those 
which have been lodged with us 
for many years.—System. 


VII. and Real 


VIII. 
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Electricity to Supersede Steam as 


Railroad Power 


Experimental Stage Past—New System Should Go Far Toward Relieving Traffic Congestion 


HE use of electricity for operating 

railroads is no longer an experiment. 

Practically all of the engineering 
problems arising in the application of this 
force to transportation have been solved, 
and ‘several thousand miles of electrified 
railroads, representing traffic conditions of 
almost every kind, are now in successful 
operation. 

Nor is’ the utility of railroad electrifica- 
tion still, broadly speaking, a matter of 
controversy. There always will be, of 
course, discussion as to whether this or 
that line should be electrically operated ; 
but nothing is more certain than that the 
coming generation will see steam power 
abandoned on a considerable part of our 
railroad mileage and electricity installed 
in its place. 

The electrification of a railroad is, how- 
ever, an undertaking of great magnitude 
and involves, approximately, the doubling 
of the capitalization of the road. Hence 
it is evident that there must be reasons of 
the most compelling character behind 
every decision to electrify, and the ques- 
tion at once arises, ““What are the factors 
that can cause our railroads even to con- 
sider so vast an expenditure?” 


Advantages Not Fully Understood 

It is a curious fact that the most im- 
portant advantages gained by railroad elec- 
trification are not thoroughly appreciated, 
not only by the general public, but even 
by many otherwise well-informed finan- 
ciers. The reason is that the electrified 
railroads familiar to the great majority 
of Americans do not clearly exemplify 
these advantages. 

For example, the four greatest. rail- 
roads entering New York City—the Penn- 
sylvania, New Haven, New York Central 
and Long Island—were originally electri- 
fied because they had to pass through long 
tunnels. The Pennsylvania at Philadel- 
phia was electrified in order to: reduce the 
congestion in Broad street’ station. The 
B. & O. at Baltimore, the Boston & Maine 
at Hoosac, and the Grand Trunk at Sault 
Ste. Marie, are all examples of tunnel 
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electrification, while the famous electrifi- 
cation of the Chicago, Milwaukee & St. 
Paul over the Continental Divide and the 
Cascade Mountains was mainly due to the 
fact that water power was available there 
for train operation, whereas -fuel could 
only be hauled to that part of the country 
at great expense. 

Of course, there were additional reasons 
for the electrification of these roads (the 
New Haven, New York Central and Long 
Island in New York and the Pennsylvania 
in Philadelphia are able to greatly facili- 
tate the handling of their heavy suburban 
passenger traffic by the use of electric 
power; the electric locomotives of the 
C., M. & St. P. are by no means as badly 
affected by cold weather and blizzards as 
were the former steam locomotives, and 
many other equally conspicuous advan- 
tages are gained by these and the other 
roads), but, nevertheless, each of these 
roads was electrified to solve purely local 
problems, having no direct bearing on na- 
tional transportation as a whole. Hence 
the prevailing opinion that railroad elec- 
trification is an expensive luxury, to be 
resorted to only: under stress of particular 
circumstances. 


A Different Story 

But down in the far corner of West 
Virginia there is an electrified road, the 
Elkhorn Division of the Norfolk & West- 
ern, which tells quite a different story. 
The main business of this railroad is to 
haul coal, and probably few of the readers 
of this article have ever traveled over it, 
but here is tangible evidence that electric- 
ity will in time become a vital factor in 
American railroad transportation. 

The facts in the case of the Norfolk & 
Western are as follows: This road runs 
through the rich Pocahontas coal regions 
of West Virginia and its service is essen- 
tial to the welfare of the district. For 
many years it kept pace with the con- 
stantly increasing demands on its facilities, 
but about twenty years ago the manage- 
ment saw that in time the road’s full ca- 
pacity would be reached and that it would 


be physically unable to haul additional 
coal. 

The difficulty was due to a section 
about 30 miles long between Vivian and 
Bluefield, where there is a very steep 
grade against traffic, and a long tunnel. 
Elsewhere the long coal trains moved 
freely enough, but on this section three of 
the largest Mallet steam locomotives on 
each train were unable to move the traffic 
more rapidly than 7 miles an hour. In 
consequence congestion occurred at this 
point and set a limit on the capacity of 
the entire system. It was, therefore, ab- 
solutely essential, not only for the sake 
of the railroad, but also of the producers 
and consumers of the coal, to increase the 
traffic capacity of this section. 

This could be done in one of three ways. 
In the first place, the number of tracks 
could be increased. This, however, in- 
volved the cutting of the road-bed out of 
solid rock and the construction of an addi- 
tional tunnel several miles long, so that 
the expense was prohibitive. Secondly, 
more powerful locomotives could be used 
to haul longer trains at higher speeds over 
the existing tracks. But this solution like- 
wise seemed impracticable, for the simple 
reason that steam locomotives of maxi- 
mum capacity were already in use. 


Electricity Solves the Trouble 

But electricity provided the way out. 
The electric locomotive does not carry its 
water and fuel along with it, and hence 
can be built with far more power than a 
steam locomotive of the same weight and 
clearance dimensions. By using electric- 
ity, therefore, the Norfolk & Western was 
able to apply more power to its trains, As 
a matter of fact this road is now running 
its tonnage trains over the heaviest grades 
at a speed of 14 miles an hour. ‘The net 
result has been to more than double the 
capacity of the division and to give the 
railroad ample relief for many years to 
come. 

Five years ago the Norfolk & Western 
electrification was also regarded as an ex- 
ample of the solution of a local problem— 


THE MAGAZINE OF WALL STREET 





the “relieving of a congested mdéuntain 
section” was the way it was usually classi- 
fied. But today, alas, we find that traffic 
congestion is no longer a local condition, 
but has become general, especially on 
some of our most important roads. 

In the old days congestion did not cause 
the railroads any special concern, because 
it eould be averted by merely using larger 
locomotives or adding more trains. But, 
as the Norfolk & Western discovered, 
there is a limit to this process, and this 
limit is now being reached or approached 
at too many points for the good of the 
nation. 

The present situation is, of course, 
largely due to several unusual causes, but 
certainly one cause is congestion along the 
rails and in terminals. And while we 
may straighten out our difficulties tem- 
porarily, it must be remembered that there 
has been no railroad expansion worthy of 
the name for nearly ten years, whereas 
the nation’s demands for transportation 
have been constantly growing at an ever- 
increasing rate. Consequently, congestion 
is bound to become more and more seri- 
ous. At many points it can be economi- 
cally relieved only by electrification: 

The electric locomotive is today merely 
a substitute for the steam locomotive and, 
in general, operates under conditions im- 
posed by the limitations of steam. When 
these limitations are swept away and elec- 
tric operation is logically developed, a traf- 
fic movement will be possible that will be 
far more efficient and economical than 
anything we can picture today. 


Advantages Over Steam 

For example, many readers of this 
article will doubtless recall the time when 
the New York elevated railways were 
operated by steam locomotives. Imagine 
these trains operated by electric locomo- 
tives, gaining an increase of capacity 
through higher speeds, but still using the 
same light cars, delayed by schedules ar- 
ranged for the steam locomotive’s need 
of coal and water, and controlled by signal 
and safety systems based on the speed and 
headway of the steam trains. Now com- 
pare this picture with the fully developed 


electrically-operated subway system, with 
its long trains of great steel cars, high 
speeds, and 90-second. intervals between 
expresses. In the first picture we have a 
condition quite similar to our electrified 
railroads of today; in the other, a realiza- 
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in time; what is then to be done? This 
brings out another interesting feature of 
electric. operation and especially of the 
particular system used by the Norfolk & 
Western. 

In the first place no limit to the capac- 
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THE WORLD'S 


HIGHEST POWERED ELECTRIC LOCOMOTIVE 


A Baldwin-Westinghouse locomotive built for the Chicago, Milwaukee and St. Paul 
Railroad and in use on its Puget Sound Extension. 


tion of some of the full possibilities of 
electric transportation. 

Much the same order of development 
will take place on our present steam lines 
and the ultimate result will be an un- 
dreamed-of freedom of traffic flow, with- 
out the innumerable delays that are today 
responsible for incalculable economic 
losses. In other words, electricity will 
revolutionize railroading, just as it has 
illumination, manufacturing, urban trans- 
portation, the dissemination of intelligence, 
and every other field of human activity 
into which it has been introduced. 

But, it may be objected, suppose the 
Norfolk & Western reaches the limit of 
its present capacity, as it is likely to do 











ELECTRIC OPERATION ON THE NORFOLK & WESTERN RAILROAD 
Using the alternating-current system the amount of current supplied by a trolley wire 
is practically unlimited, supplying all the power ever needed to propel a train. 
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ity of an electric locomotive is as yet in 
sight. Electrics ranging from 4,000 to 
7,000 horse-power are now in regular 
operation (as compared with 3,500 horse- 
power, which is about the upper limit for 
a steam locomotive); much larger ones 
can readily be built, and it is technically 
possible to make every car, or every other 
car, of an electrically-operated train a 
motor-car (similar to the “multiple-unit” 
trains of the New York subway), with 
everything controlled from a point at the 
head of the train. Consequently electric- 
ity can provide all the power that will 
ever be needed to propel a train. 

Secondly, the amount of power that can 
be supplied through a trolley wire is like- 
wise practically unlimited, when the alter- 
nating-current system, such as is employed 
by the Norfolk & Western, is used. 
Should the present current-carrying ca- 
pacity of this road’s overhead wires be 
reached, it is a simple matter to increase 
the voltage and thereby increase the power 
capacity of the wires in direct proportion. 

The alternating-current system is in 
contrast with the direct-current system 
used by the Chicago, Milwaukee & St. 
Paul, in which the voltage is fixed and the 
power capacity of the present lines cannot 
be increased in so easy a manner. This 
system is entirely satisfactory for the 
present condition of this road (which will 
probably not reach its capacity limit for 
many years), but it is not considered 
flexible enough for roads of dense traffic. 
Moreover, it is not practicable to operate 
“multiple-unit” passenger trains on the St. 
Paul’s system, and this is an important 
consideration -for railroads serving large 
cities. Hence the Norfolk & Western 
may very well be regarded as the proto- 
type of the future American railroad, from 
the standpoint of both railroad operation 
and clectrical engineering. 

(Continued on page 518.) 
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Private Operation vs. Government 
Control in Canada 


How the National Railways Appear by Comparison With the Canadian Pacific—Complete 
System Considered Well Balanced 


ANADA’S railroad problems, while 
resembling those of the United 
States in general outline, have 
phases of their own peculiar to the pio- 
neering conditions still obtaining in a 
large part of the Dominion. In both 
countries much unsettlement in transpor- 


tation was caused by the war, and, as: 


wages increased out of proportion to 
rates, there have been deficits, congestion, 
starvation in equipment, and_ general 
anxiety for investors in rail securities. 
While American lines were taken over as 
a body by the Government, and later 
handed back to the companies, the lines in 
Canada, beginning largely in private 
hands, have changed bit by bit until] now 
more than 50% of the mileage is in the 
hands of the Government, presumably for 
an indefinite period. 

Two great systems are now arrayed in 
competition, the Canadian National Lines, 
owned and operated by the Federal Gov- 
ernment and comprising 22,356 miles, or 
52% of the railway mileage of the Do- 
minion, and the Canadian Pacific, with 
19,772 miles. Of the Canadian Pacific 
mileage, 4,948 is in the United States and 
of the Canadian National 2,093. In ad- 
dition, a few small railways privately 
owned, and the Temiskaming & Northern 
Ontario, owned and operated by the On- 
tario Government, exist in various parts 
of the country. Though there has been a 
great deal of opposition from private 
capital interests to the extension of gov- 
ernment ownership in Canadian railways, 
the final absorption of the Grank Trunk 
Railway System early in 1920 was accom- 
panied by considerable good-will and a 
general hope that it would turn out satis- 
factorily. The fact is, so much is at 
stake that no true Canadian could afford 
to seriously prejudice the position of the 
Government in the matter. Even the 
heads of the Canadian Pacific, though 
frankly skeptical of the outcome, have 
publicly expressed the hope that the Gov- 
ernment lines would be well managed and 
successful and give stimulating com- 
petition. 

The Problem of Freight Rates 

Rate questions are now the chief issue 
in the Canadian railway situation. Ap- 
plication is before the Railway Board for 
an increase of 30% applying to all roads. 
Action on this point is complicated by 
the relative prosperity of the two great 
systems, the Government lines badly 
needing the increased revenue, while the 
Canadian Pacific is able to scrape along 
and make its 10% dividend on the old 
rate, 7% of it from railroad operations 
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and the other 3% from special income, 
chiefly steamship services. 

Last year the Canadian Pacific earned 
10.80% on its $260,000,000 common stock 
outstanding, compared with 10.97% in the 
previous year and 15.89% in 1917. As 
against that, we have the Canadian Na- 
tional Railways, excluding the Grand 
Trunk, which had not been taken over, 
and the Grand Trunk Pacific, which was 








TABLE I,.—GRAND TRUNK RAILWAY. 
1919 1918 
£14,125,553 £12,655,225 

12,645,152 10,979,960 


£1,675, 265 
181,887 


£1,857, 152 
2,269,833 


Gross receipts 
Working experses 





Net traffic receipts...... 
Other income 


£1,480,401 
179,46 





£1,659,860 
2,232,112 


Total net rev 

Other revenue, 
total of 

Int. on deb., stocks and 
bonds, on various notes 


2,268,033 
£1,200 


2,230,970 
£1,142 





Surplus 


TABLE II.—CANADIAN PACIFIC RAILWAY. 
1919 1918 


$157,537,698 
143,996,024 123,035,310 


$34,502,388 
10,177,513 


$24,324,875 
5€0,000 


Operating revenues 
Operating expenses 





Net earnings 


Fixed charges 10,161,510 





Pension fund 





$23,824,875 
193,977 


$23,630,898 
3,227,276 


20,403,621 
18,200,000 


$2,203,621 


Balance 
Trans. to Spl. Inc, Acc.. 





$22,271,526 
3,227,276 


. $19,044,250 


Preferred divs. ........ 





Common divs. 





Net surplus for year.. $844,250 
SPECIAL INCOME ACCOUNT, 


Special income . 
Dividends 


$8,128,751 
7,800,C00 





NNR | hovewdessaa $1,249,342 
Previous balance ....... 14,164,501 


Acc, Surp... $15,413,843 


$328,751 
18,235,750 
$14,164,501 





Spl. Inc. 








treated separately, operating at a loss of 
$14,000,000, without allowing anything for 
fixed charges. The three principal di- 
visions of the Canadian National as oper- 
ated last year are the Canadian Northern, 
Intercolonial and National. Transconti- 
nental, with a total mileage of 13,727. 
Gross earnings were $94,000,000, or $12,- 
000,000 more than in 1918, while ex- 
penditure was $108,000,000, compared with 
$84,000,000 in 1918, the increase of $24,- 
000,000 being about equal to the increase 
in ‘wages when the Canadian railways ac- 
cepted the McAdoo award and supple- 
ments thereto. 

It has been estimated by the Minister 
of Railways that an increase in rates on 
Canadian railways of 26%, as has been 


proposed in the United States, would 
bring the income of the Canadian Na- 
tional Railways to $110,000,000 and leave 
a surplus of $2,000,000 above operating 
expenses on last year’s traffic. In 1916 
there was an increase of 5% in rates on 
the eastern lines in Canada, and in 1918 
one of 15%, and later another of 25%, 
but the two are estimated to have been 
equal approximately to 30% in their 
effect. 
Why the Issue Is Clouded 


The whole question of rates in Canada 
is confused by the existence of the two 
rival systems, one owned by the Govern- 
ment and admittedly operating in large 
part in sparsely settled and lean territory; 
the other, well established, well subsidized 
and efficiently managed by a private cor- 
poration. If the Railway Board increases 
rates, it would barely enable the National 
Railways to meet expenses, while it would 
put many millions into the treasury of the 
Canadian Pacific. 

A general increase in rates would be a 
heavy tax on the people in Canada and 
continue the high cost of living in an ap- 
preciable degree. At the time of a pre- 
vious increase in rates the benefit which 
was to be derived by the Canadian Pacific 
was partially offset by a special tax 
levied by the Government, but it is doubt- 
ful if public opinion would sanction any 
large extension of that policy. At any 
rate, the Government refuses to take the 
responsibility for such a step. So difficult 
and complicated is the rates question that 
Hon. J. D. Reid, Minister of Railways, 
said in Parliament in March: “I leave it 
to the consideration of the House, and of 
the people of Canada as a whole, and 
shall be glad to elicit representative public 
opinion on the matter, so that the Gov- 
ernment may be in a position to give this 
important matter the best consideration.” 


Handicap of the Government Roads 


As pioneer lines in large measure, the 
Government Railways have faced an enor- 
mous handicap. Lines like the National 
Transcontinental between Moncton, N. B., 
and Winnipeg, now a part of the Gov- 
ernment system, and the Grand Trunk 
Pacific, between Winnipeg and Prince 
Rupert, now in the hands of the Govern- 
ment as receiver, were originally regarded 
as colonization roads. The people natur- 
ally expected to bear part of the cost of 
the operations, and the interest on capital 
charges for some years. A combination 
of unforeseen circumstances, accelerated 
by the war, which retarded immigration 
and development, placed such lines in an 
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unfortunate position, from which it will 
take time to recover, as the country’s nor- 
mal progress in development returns. 

Lest it be considered that Canada was 
unduly rash in promoting new transcon- 
tinentals, the position in the first decade 
of this century should be recalled. The 
Canadian West was then in the first flush 
of dts big settlement, beginning late in the 
nineteenth century, and in some years 
hundreds of thousands of immigrants ar- 
rived, largely to make homes on the 
prairies. Early in 1903 Sir Wilfrid 
Laurier, then Premier of Canada, entered 
into an agreement with the Grand Trunk 
Railway Company, whereby the latter 
would build the Grand Trunk Pacific 
Railway from Winnipeg to the Pacific 
coast, and the Government would con- 
struct the National Transcontinental be- 
tween Moncton and Winnipeg, and after- 
wards the Grand Trunk would operate 
both. Launching the bill for this great 
step, Laurier said the Government was 
merely responding to the wishes of the 
people of Canada for more railway ac- 
commodation, and pointed out that the 
new line through the northern parts of 
Ontario and Quebec would at last give 
Canada depth as well as length. “The 
flood tide is upon us that leads to for- 
tune,” he said, poetically, and with what 
seemed vision; “if we let it pass, it may 
never recur again. If we let it pass, the 
voyage of our national life, bright as it is 
today, will be arrested in the shallows.” 

Unfortunately, the Grand Trunk re- 
fused to accept the N. T. R., when it was 
completed, and early in 1919 the Grand 
Trunk Pacitic, failing to meet its obliga- 
tions, was taken over by the Government 
as receiver. In the previous year the 
Canadian Northern System, comprising 
over 9,000 miles, was acquired by the Ca- 
nadian Government, after repeated fail- 
ures of the company to meet its charges 
and several gifts by the Dominion to pre- 
vent it falling into bankruptcy. This sys- 
tem was begun in 1896 in a remote sec- 
tion in Manitoba, and grew to its large di- 
mensions through the ambition, persist- 
ence and financial skill of Mackenzie & 
Mann, its chief promoters. 

The other chief section of the National 
Railways, the Intercolonial, was the fruit 
of the agreement made between Canada 
and the Maritime Provinces at the time 
the latter entered Confederation in 1867. 
It was constructed to afford an all-Ca- 
nadian route, far enough from foreign 
soil to be safe, and was never expected to 
be much of a commercial success. Its im- 
portance now lies in its seaport connec- 
tions, which will connect up all of Canada 
with Halifax and Sydney, over one sys- 
tem of railway. 


Deficit of Government Roads 
During last winter the position of the 
Government Railways was forced on the 
attention of the country by the announce- 
ment that a deficit of $47,000,000 had oc- 
curred on the various links of the system 
for the previous year, as follows: 
Operating loss on Canadian Northern. $6,500,000 
Operating loss on Intercolonial and 
Transcontinental . 
Operating loss on Grand Trunk Pacific 
Fixed charges on Grand Trunk Pacific 
Interest and fixed c Canadian 
hern, Intercolonial and Trans- 
continental 


7,500,000 
$5,500,000 
000 
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Now that the Grand Trunk System has 
been joined up with the Canadian Na- 
tional, the outlook for the Government 
lines should be much brighter. The 
Grand Trunk is one of the great pioneer 
lines of the Dominion, the foundations of 
which were laid seventy years ago, the 
System having steadily grown by trunk 
lines and the acquisition of other railways 
as branches until the greater part of the 
developed sections of Ontario and Quebec 
has been gridironed. 

It has often been charged that the 
Grand Trunk was not the success it 
should have been because its board of di- 
rectors, like its shareholders, resided in 
England, and they could not understand 
conditions nor deal with important mat- 
ters promptly from such a distance. In 
recent years the Grand Trunk manage- 
ment has improved in efficiency, though it 
is not usually considered the equal of the 
Canadian Pacific. Like other railroads 
on this continent, its revenues did not 
latterly keep pace with its growing ex- 
penditures, and the final purchase of the 
System by the Dominion Government was 
probably the logical outcome of a condi- 
tion when dividends on the preference 
stock could not be earned. Although re- 
porting the largest gross receipts in its 
history for 1919, at about $70,000,000 in 
Canadian currency, compared with $63,- 
000,000 in 1918, there was a falling off in 
net revenue, owing to higher operating ex- 
penses. Notwithstanding the increase in 
traffic, the company was only able to meet 
fixed charges, whereas in 1913, with a 
gross traffic of $45,000,000, the full divi- 
dends on the guaranteed first and second 
preference stocks and 2%4% on the third 
preference stock were paid. Operating 
expenses in 1913 were only 75.17%, 
whereas in 1919 they reached 89.53. The 
figures in Table I herewith show the main 
of the Grand Trunk’s financial 


points 
the past two years (in 


position in 
sterling). 

Unfortunately, there has been no im- 
provement in the financial position of the 
Grand Trunk so far this year, the net 
earnings. for the first five months of 1920 
showing a decrease of £342,000, the ex- 
penses being £87,400 greater than the 
gross earnings. It would be futile to 
assign any definite cause for the relative 
financial failure of the Grand Trunk at a 
time when railways everywhere are suf- 
fering from existing conditions, but it has 
been charged in the House of Commons 
at Ottawa that the road was seriously 
handicapped by having its administration 
so largely in the hands of a board of di- 
rectors 3,000 miles away. This handicap, 
at least, will be removed, under the new 
affiliation with the Canadian National 
Railways. Arbitration proceedings will 
begin this autumn to fix the price to be 
paid by the Canadian Government to 
Grand Trunk shareholders, and on that 
board Mr, W. H. Taft will represent the 
railway. 

The Future of the Canadian Pacific 

In Canada’s railway history in the 
future the Canadian Pacific is bound to 
play a commanding part, because of its 
well-established system, diversified ser- 
vices, and efficient and aggressive man- 
agethent. Beginning in the early eighties 
of the last century, following a decade of 


political controversy and experiment, it 
quickly took shape as a powerful private 
organization, and the last spike in the 
transcontinental line was driven in 1885. 

Some of its early political critics ‘had 
declared that the C. P. R. “would not 
earn axle grease,” and for all too long it 
did appear as though the company’s future 
was dubious. As the west began to fill up 
toward the end of last century, however, 
the tide in the affairs of the C. P. R. nat- 
urally turned, and from a transportation 
weakling it grew into an exacting giant, 
against whose rates the struggling farmers 
on the plains constantly complained. Con- 
cessions were made, and later policies 
have been more conciliatory, with a corre- 
sponding increase in popularity. 

Heavy subsidies at a time when few 
people foresaw the greatness of the west, 
or the value of its lands, have made the 
later history of the Canadian Pacific one 
of prosperity and growing strength. It is 
now commonly said that if Canada suc- 
ceeds, the C. P. R. will succeed, and this 
sentiment has been expressed by President 
E. W. Beatty, in these words: 

“The Canadian Pacific Railway is not 
in business for its health, but health is 
very necessary to it, and that health de- 
pends upon the prosperity and good-will 
of the Canadian people. Canada’s pros- 
perity is our prosperity, and what is good 
for Canada is: good for the Canadian 
Pacific. Canada’s interests are our in- 
terests.” 

While the Canadian Pacific is naturally 
interested in the railway rates question, it 
is rather from the standpoint of better- 
ments than of dividends, which are still 
being earned. Recent reports, moreover, 
have shown an increase in net earnings of 
$398,000 for the first five months of 1920. 
With increasing volume in immigration, 
more revenue will come from the com- 
pany’s large land holdings, as well as 
larger earnings from traffic. Much has 
been earned from the Ocean Service of 
the C. P. R., but if rate wars develop, or 
traffic slackens, this may be a less profit- 
able branch. 

Some of the more important features 
from the last report of the Canadian 
Pacific are contained in Table II with 
comparisons showing the great scale on 
which operations are carried on. 

Total assets of the Canadian Pacific 
have passed the billion dollar mark, stand- 
ing at $1,078,777,358 at the end of last 
year, compared with $1,055,273,513 in the 
previous year.’ Of the assets, road and 
equipment account for $548,000,000, ac- 
quired securities $124,000,000, while work- 
ing assets are $91,000,000. Of the operat- 
ing earnings, $111,000,000 came from 
freight and $46,000,000 from ‘passenger 
traffic. The company has not stopped 
construction, and has a building program 
for 1920 comprising ten new branches, 
varying from 25 to 60 miles in length. 


National System Believed Well Balanced 

At a time of transition in the Canadian 
railway situation, it is of importance to 
recall that the present allotment of lines 
follows in general the recommendations 
made as long ago as 1917 by a commission 
appointed by the Canadian Government. 
The majority of that commission, Sir 
Henry Drayton, then chairman of the 
Railway Board of Canada, and now Min- 
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ister of Finance, and W. M. Acworth, a 
British expert, advised the creation of 
two great railway systems in Canada, one 
publicly owned and the other a private 
enterprise. The private system would be, 
of course, the Canadian Pacific, while in 
the other the commission recommended 
merging the then Government lines of In- 
tercolonial and National Transcontinental, 
together with the Canadian Northern, 
Grand Trunk Pacific and Grand Trunk, 
since acquired in that order. A minority 
report, by A. H. Smith, president of the 
New York Central, declared that the best 


More German 


results could be achieved by continuing 
private enterprise, with a better co- 
ordination of the work of the lines now 
forming the Government system. 
With such a set of conditions, what is 
the outlook? President D, B. Hanna of 
the Canadian National Railways, formerly 
general manager of the Canadian North- 
ern, sees in his. lines as now merged, a 
“well-balanced system.” Certainly, the 
acquisition of the Grand Trunk, while 
greatly increasing the liability, also makes 
profitable operation more of a possibility. 
The system now taps nearly every traffic- 





producing portion of the Dominion. 
Canadian National’s future, like that 
the C. P. R., is linked up with that of the 
country, as expressed by Hon. J. D. Reid, 
Minister of Railways, last March: 


“If we imagine Canada to have reached 
the maximum of development, then we 
shall have planned foolishly, but I for one 
have the faith to feel and the vision to 
prophesy that this great transportation 
system is not being prepared to perform 
this splendid transportation service in 
vain.” 


Bonds Appear on American 


Market 


Speculative Possibilities of These Securities Depend on Value of Mark—What There Is Behind 


HE demoralization in European ex- 

changes is exerting a very unfavorable 

effect upon our export trade and our 
international trade position. The’ existing 
situation should be remedied without de- 
lay. As has been pointed out before, the 
purchase of foreign securities is one of 
the surest ways of improving the exchange 
situation; and, although these securities 
must be classed as highly speculative, the 
element of risk is very nearly balanced 
by the profit possibilities. 

Because of the serious decline in the 
value of the mark as compared with its 
pre-war value, profit possibilities of Ger- 
man securities seem greater perhaps than 
those of any other country. Conditions 
there are at a greater disparity from nor- 
mal than elsewhere; and the prospects 
of industrial rehabilitation appear to be 
fair, as seen by the gradual decline in 
Germany’s unfavorable trade balance. 

Profit Possibilities 

The nature and extent of the profit 
through the purchase of foreign securi- 
ties is best explained by a concrete illus- 
tration. Assume a German _ industrial 
bond is put on the market on a 4% basis 
and quoted on 


the New Issues 
By MAX WINKLER, Ph. D. 


$207.06, as compared with an original in- 
vestment of only $23.93, making a total 
profit of $183.13, equivalent to 763%. 

But it is obvious that with an improve- 
ment in the value of the mark the price 
of the above bond will also advance. Let 
us suppose that the bonds will go to par, 
either in the market or because of ma- 
turity. In this case the holder of the 
1,000-mark bond will receive 1,000 marks 
at 23.8 cents to the mark, equivalent to 
$238. The total profit on the $23.93 in- 
vested will therefore be $214.07, or 892%. 
This, of course, does not include the in- 
creasing annual yield on the investment 
as the mark approaches par. 

One must bear in mind that this 892% 
is the maximum rate of profit, but any 
rise in the value of the mark will result 
in a proportionate percentage of profit. 

Since my last article on German securi- 
ties appeared in THE MaGazine oF WALL 
STREET, a considerable number of new se- 
curities have made their appearance in 
the American market. They are either 
new obligations or old issues which have 
just been -imported and for which there 
is quite a substantial demand. I am go- 


ticipated in the organization includes the 
Dresdner Bank, the Berlin Handelegesell- 
schaft (Commerce Association), the Ger- 
man National Bank, the Frankfurt Gen- 
eral Insurance Corporation and the Ger- 
man Insurance Company, Ltd. One of 
the directors is appointed by the German 
Ministry for Commerce and Industry; 
thus the bank is placed under direct super- 
vision of the state. The bonds bear 4% 
per annum, payable January and July and 
are redeemable at par and accrued inter- 
est by annual drawings, beginning July 1, 
1925; they mature July 1, 1946. Begin- 
ning January 1, 1929, the bank may upon 
its discretion increase the amount to be 
drawn annually, or call the entire issue at 
par and accrued interest upon 3 months’ 
notice. The bonds are secured by a direct 
mortgage upon the ships against which 
they have been issued, by 90% of the en- 
tire amount at which the property has 
been insured (the remaining 10% being 
covered by self-insurance en the part of 
the bank), and also by the Jatter’s entire 
property. . 


City of Mannheim 4s, Series A and B 
The entire is- 
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change at, say, 
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87; that is, 870 IN MARKS. 
marks can buy Assets. Liabilities. floated prima- 
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°. l eee ee , 633,940 | 1 
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that the Ameri- me Sten geld oS sematly. tures which 
can investor arose in con- 
nection with 


will have to 
pay $23.93 for a bond which at maturity 
will command 1,000 marks. 

The possibilities of profit are therefore 
twofold: first, by the mark’s appreciation 
and gradual return to normal; and, sec- 
ondly, by an eventual advance of the bond 
on the German exchange. 

Assuming that the mark goes back to 
‘ par—that is, 23.8 cents—and that the mar- 
ket price of the bond remains unchanged ; 
in this case the 870 marks will be worth 
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ing to discuss only the more prominent 
ones. 


German Marine Mortgage Bank Bonds 

Total authorized and outstanding issue 
amounts to 10,000,000 marks. The bonds 
were issued July 1, 1920, by the Marine 
Mortgage Bank, which was organized in 
1916 for the purpose of furthering and 
developing the credit of the German ship- 
ping industry. The syndicate which par- 


the changed economic conditions caused 
by the war, and for the purpose of 
making important additions to and im- 
provements upon the city water, gas 
and electric works, the street railways 
and the municipal wharves. They bear 
interest at the rate of 4% per annum, 
payable September and March for series 
“A” and February and August for series 
“B.” Available in denomination of 100 
marks and multiples thereof. The bonds 
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Gre redeemable by annual drawings at par 
and accrued interest, beginning Septem- 
ber 1, 1924. The amount to be drawn 
annually is not to exceed 1.75% of the 
entire, so that the entire issue will mature 
in the year 1960. The natural wealth of 
the city of Mannheim (see accompanying 
table) and its industrial significance add 
to the attractiveness of this issue. Bonds 
are listed on the Berlin exchange and 
quoted at prices to yield 4.75% (of course, 
disregarding the existing exchange situa- 
tion). 
City of Darmstadt 4s 

The. city council of Darmstadt at a 
meeting held August 30, 1919, authorized 
the issue of 10,000,000 marks, the proceeds 
of which were to serve the following pur- 
pose: participation of the municipality in 
the 9th war loan, increase the salaries of 
teachers and other city employes, erec- 
tion of a municipal market, importation 
of food supply from foreign countries, 
establishment of a trade school, purchase 
of military barracks and camps for the 
purpose of remedying the existing short- 
age of dwellings, and finally the acquisi- 
tion of two brick factories. The bonds 
are available in pieces of 200, 500, 1,000, 
2,000 and 5,000 marks. The bonds are 
redeemable by annual drawings, beginning 
October 1, 1924, amount to be drawn not 
to exceed 1% of the,entire loan. The 
total wealth of the city of Darmstadt, 
which is one of the leading commercial 
and industrial centers of Germany, 
amounts to nearly 60,000,000 marks, so 
that there can be little doubt as to safety 
of both principal and interest, which are 
both guaranteed by the present and future 
property of the city and its full tax-levy- 
ing power. 

Phoenix Mining 4%s 

The company was incorporated in 1852, 
with an outstanding capital of 120,000,000 
marks. It owns and operates important 
mining properties located in Nassau, the 
Rhineland and Luxemburg. Properties 
cover an area of 3,852 acres, as compared 
with 3,457 acres in the previous years, 
comprises 1,771 buildings, including dwell- 
ings for laborers and employes, the num- 
ber of which amounts to about 35,569, or 
an increase of 860 over the past year. 
Earnings for the past year, after all 
charges, taxes and depreciation, amounted 
to 46,935,768 marks. Earnings have been 
very satisfactory, which is due to the un- 
interrupted dividend record since the date 
of incorporation. Last payment was at 
the rate of 20% per annum, which rate 
was maintained for the last 3 years. 

Of the outstanding bonds, the 4%s of 
1907 and the 4%s of 1919 are traded in 
quite actively. The former amount to 
20,000,000 and are available in denomina- 
tions of 1,000 and 2,000 mark pieces. Date 
of maturity, 1931 at 103 and accrued in- 
terest. The loan of 1919 is outstanding to 
the amount of 30,000,000 and is a direct 
mortgage on the property of the com- 
pany and all affiliated organizations. Re- 
demption begins 1924 at par and accrued 
interest. The outlook for these securi- 
ties appears very good. 

Siemens-Schuckert Works, Ltd., 4%s 

This company was incorporated April 
1, 1903, for the purpose of manufacturing 
electro-technical apparatus and machinery, 

(Continued on page 464) 
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Proven Merit of the British Fiscal 
System 


Expenditures 


Being Cut Down and Revenues 


Increased 


Under Budgetary Plan 
By GEORGE B. MALLON of Bankers Trust Company 


(pPasions may differ as to what 
constitutes the best system of 
national financing, but results are a 
sure indication of merit. In the case of 
Great Britain, the evidence of merit lies 
in the fact that under her present fiscal 
system, criti¢ised though it has been by 
experts of other countries, she is now 
meeting current expenses and actually re- 
ducing her national debt. 

The finances of Britain are conducted 
on what is known as the budgetary plan. 
Briefly stated, this involves the prepara- 
tion by the Chancellor of the Exchequer 
of a definite plan or proposal for financing 
the business of a future period with re- 
spect to revenues and expenditures. 

As a concrete illustration a study of 
“English Public Finance,” by the Bankers’ 
Trust Company, shows that the plan of 
the Chancellor for the present fiscal year 
contemplates revenue amounting to $6,- 
891,000,000 and total expenditures of $5,- 
754,000,000. This means a reduction of 
$2,341,000,000 in the expenditures com- 
pared with last year and an increase in 
revenue from all sources, except borrow- 
ing, of $383,000,000, with the object of 
providing a surplus of about $1,000,000,- 
000 for redemption of debt. 

Revenue returns for the first quarter of 
the fiscal year ending June 30, indicate 
progress in the financial program. Ex- 
penditure was kept $147,000,000 below the 
receipts: It was also $566,000,000 less than 
the expenditure during the corresponding 
period of 1919, which indicates actual re- 
duction in spending. The amounts are 
figured at par of exchange. 


Reducing Floating Debt 

While Great Britain is still employing 
temporary borrowing to meet her prob- 
lems, she is also redeeming part of her 
floating debt. The net result during the 
past quarter was a reduction of $89,500,000 
in the amount of this debt as represented 
by Ways and Means advances and out- 
standing Treasury bills. 

This is tangible evidence of the merit 
of the British financial system as it op- 
erates in Great Britain. The system itself 
is an extremely interesting one. As de- 
scribed in the Bankers Trust Company’s 


’ study, the policy of the English budget is 


settled by the Chancellor of the Exchequer 
and the details worked out by the perma- 
nent staff of the Treasury. 

The budget is presented by the Chancel- 
lor to the Commons usually in April or 
May. Sometimes a supplementary budget 
is presented in the Autumn. Previous to 
the presentation of the budget a financial 
statement containing carefully prepared 
estimates of revenue and expenditure is 
placed in the hands of each member of 
Parliament. 

These estimates are compared with the 
actual expenditure for the past year, also 


with the estimates for that year. At the 
time of presentation the Chancellor ex- 
plains—usually in great detail—the rea- 
sons for the proposed expenditures and 
especially for the proposed methods of 
taxation or borrowing to be followed in 
obtaining the revenues necessary with 
which to meet the expenditures. 

Many of the budget speeches have been 
notable for their lucidity and _ interest. 
Gkadstone’s budget speeches were among 
his greatest efforts. Parliament can ap- 
prove or reject the recommendations of 
the budget but does not add to its items 
or make an appropriation in excess of the 
amount proposed. 


How Appropriations Are Classified 

Certain appropriations are of a continu- 
ing or permanent character, such as those 
for the support of the King and his house- 
hold; the interest and management of the 
public debt; the salaries for the higher 
judicial officers and the regular annual 
expense of the military establishment. 
These are designated as “Consolidated 
Fund Services.” 

Annual appropriations for the other 
public expenses are known as the “Supply 
Services.”” Appropriations for such serv- 
ices cannot be made “unless recommended 
from the Crown.” That is, unless _ set 
forth in the budget. 

This puts an effective check on log-roll- 
ing and trading and upon ill-considered 
expenditures. So carefully are the esti- 
mates of expenditures and receipts made 
that in normal times the actual results 
vary but slightly therefrom. 


The real responsible head of the Treas- 
ury is the Chancellor of the Exchequer. 
He is assisted on the parliamentary side 
by a parliamentary or patronage secretary 
and by the three Junior Lords of the 
Treasury. 

On the administrative side, he has as 
his chief assistants two officers—one 
known as Permanent Secretary to the 
Treasury and the other as Permanent Fi- 
nancial Secretary. These officers do not 
leave office when a change in administra- 
tion takes place. 

The former performs the duties of ad- 
ministrative head of the department; the 
latter has immediate charge of the duties 
of the department relating to tne exercise 
of its powers of financial control over the 
other services. To enable him to perform 
his duties the Financial Secretary has a 
large staff of clerks. 

The Treasury consists of seven divis- 
ions with a principal clerk at the head. 
Among these divisions is distributed the 
work of all the departments of State. For 
instance, one has the Army, the Navy and 
the Colonial office; another, the legal de- 
partments and the Home Office; and so 
on. 
All the departments of State have their 
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work distributed to a division of the 
Treasury and every paper relating to a 
department goes to the division which has 
to deal with that department of State. 


Value of Centralization 


The centralization of all public pay- 
ments in London and the direct hold of 
the Bank of England on the process of 
payment lend an importance to the central 
organization of public financial administra- 
tion in England such as it possesses in no 
other country. Through the medium of 
the bank public revenues, without being 
éollected in provincial treasuries, are 
transmitted direct by the Receivers of 
Taxes to London, after local expenses 
have been met. 

The Bank of England thus actually re- 
ceives the surplus cash of all the revenue 
departments. The greater part of the 
Government expenditures is paid in Lon- 
don itself. 

Expenditures which have to be met out- 
side of London and which cannot be paid 
by the receivers from their collections are 
always remitted from London. This 
keeps the management of the money in 


the hand of the central authorities. 

The English system of disbursing pub- 
lic funds rests upon the principle of hav- 
ing a single Paymaster General for the 
whole Government. He receives the 
money from the Exchequer that is re- 
quired for the payment of public obliga- 
tions and makes such payments himself or 
advances money to “sub-accountants” for 
that purpose. 

“Sub-accountants” are defined by the 
Exchequer and Audit Departments Act as 
“those who receive advances by way of 
imprests from principal accountants or 
who receive fees or other public moneys 
through other channels.” The Paymaster 
General is in no sense an accounting of- 
ficer. He has nothing to do with the ex- 
amination and settlement of claims. 

His sole function is that of making pay- 
ment’ of orders drawn upon him by ac- 
counting officers proper. His responsibil- 
ity is limited to that of satisfying himself 
that the orders for payment are in due 
form and are supported by the proper 
documents as required by law. 

It is for the accounting officers to de- 
termine what payments are so due and 


payable. Technically an accounting officer 
is the officer charged with the duty and 
responsibility for the expenditure of a 
vote and of rendering an account of the 
manner in which the duty is performed. 

Various financial reports are submitted 
annually to Parliament. The principal re- 
port, known as Finance Accounts, dates 
from 1802 and has not changed its essen- 
tial character since its first issue. The ac- 
counts are made up for the fiscal year 
which terminates on March 31 and are 
laid before Parliament on or before June 
30th of each year. Finance Accounts also 
contains a statement in considerable de- 
tail in regard to the national debt. 

Quarterly statements of the transactions 
of the Treasury are made public. The 
British fiscal year begins on April Ist, so 
that the statement just issued and from 
which the amounts have been quoted in 
this article, is the first statement of Great 
Britain’s fiscal operations in the present 
financial year. It discloses the measure 
in which the theorizing of a Chancellor of 
the Exchequer, as represented by his pre- 
liminary estimates, is fulfilled in actual 
practice in Great Britain. 


The Prize Market in World Trade 


Proper Representation a Primary Requisite to Our Trade With Latin America and the Far East 
—American Business Should Adopt Methods of Countries Dealt With 


By C. E. HERRING, First Assistant Director, Bureau of Foreign and Domestic Commerce 


SECOND important problem in ex- 
A tending our South American trade is 

that of American representation. It 
is probably true that our exporters were 
not actually discriminated against by the 
banks of other exporting nations; they 
were usually able to obtain reasonable 
credit information and ordinary banking 
accommodation. It is undeniable, how- 
ever, that the recent establishment of 
American branch banks, not only in South 
America, but all over the world, will be of 
enormous advantage in extending Ameri- 
can trade. But in providing banking facil- 
ities for our manufacturers and traders 
we have gone only half way. Our repre- 
sentation in the commercial field is as 
important as the extension of our national 
banking interests to export markets. 

In South America the handling of our 
products has been too much concentrated 
in the hands of import houses chiefly com- 
posed of nationals of our chief manufac- 
turing competitors. It seems astonishing, 
for instance, that as late as last year there 
was no American house importing textiles 
in Argentina, the most important textile 
market of Latin America. Our exports of 
textiles to Argentina increased from $312,- 
000 in 1913 to $18,814,000 in 1918, but in 
spite of this phenomenal growth distribu- 
tion was confined to foreign interests. All 
the leading manufacturing natiqns of Eu- 
rope are represented by import houses to 
a greater extent than the United States. 
The possibilities of American agencies for 
handling our goods in the retail trade are 
also worth careful consideration. The es- 
tablishment of a large department store 
like Harrod’s, Gath and Chaves, or the 
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(PART II) 


South American stores would be of the 
greatest value in assisting our export 
trade. 

It may be contended that business is 
business, and that where American goods 
can be profitably sold at all they can be 
sold as well by importers of British, Ger- 
man, French, Belgian, Italian, Spanish, or 
Latin American nationality. The disad- 
vantages of entrusting the sale of Ameri- 
can goods entirely to foreign’ agencies, 
particularly to European houses, have not 
been as apparent during the war as they 
may be later. Latin American consumers 
had to be supplied and import houses were 
obliged to push American goods if they 
were to continue to show profits. With 
the return of normal conditions, it is only 
natural to suppose that houses of Euro- 
pean nationality will be anxious to assist 
their own manufacturers and exporters to 
regain and extend their former markets. 

Under the provisions of the Webb law 
it is easier for our manufacturers to ar- 
range for selling organizations controlled 
and operated by Americans for the sale of 
American products. The possibility of ob- 
taining American manufacturers’ agents 
handling non-competing lines should also 
be more carefully examined. While in 
many cases it may be well to select as 
exclusive agent in South America a native 
of the importing country, or, in any case, 
a Latin American, such representatives 
should be selected with more care than 
some of our firms have used in the past. 
It has sometimes happened that mere abil- 
ity to speak Spanish or Portuguese, and a 
general knowledge of the country, has de- 
termined our selections. We must be sure 


that South Americans are of sufficient ed- 
ucation and standing in their communities 
to command a satisfactory clientele. 
Where Americans are selected either as 
salesmen or as resident agents or man- 
agers, we must see to it that they are tem- 
peramentally fitted for life in Latin 
American countries, and not too circum- 
scribed by provincial standards. 


Prices Quoted Should Include All Charges 

The matter of quotations to South 
American prospects is also of considerable 
importance. There has been a tendency to 
avoid f. o. b. steamer quotations and to 
fill invoices with a number of petty sup- 
plementary charges. During the war, for 
instance, needless irritation was caused by 
the inclusion of fees for export licenses. 
Inclusion of such petty charges in the 
agreed price should surely be a compara- 
tively simple matter for an efficient export 
department, or certainly for a commission 
house. With the return of more normal 
freight conditions, the possibility of c. i f. 
Rio, Buenos Aires or Valparaiso quota- 
tions should be carefully considered. The 
Japanese have made a specialty of quot- 
ing c. i. f. in certain lines even during the 
war. 

Another concession which would predis- 
pose South American,dealers in our favor 
would be a more general use of the metric 
system. Ability of salesmen and others 
to quote firm prices for a reasonable 
period would also be very valuable. 

Trade Mark Complications and Their 
Remedy 

The failure of our manufacturers to 

protect their trade-marks and trade names 
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in South America has caused some of 
them great embarrassment. It is not 
yet generally known that Latin Ameri- 
can trade-mark procedure is the re- 
verse of our own, that registration rather 
than use is the basis for protection, Fail- 
ure to register their marks has cost our 
manufacturers many thousands of dollars 
because of the pirating of marks by those 
whose sole purpose was to sell them back 
te the rightful owner. 

Not so long ago the mark of a well- 


is common. For instance, a striking trade- 
mark may be the only means whereby the 
Indian population of Peru or Bolivia can 
identify their favorite goods in textile, 
hardware or other staple lines within their 
purchasing power. 


Bad Packing Has Hurt Past Trade 


Formerly the alleged faulty packing of 
American goods was a favorite talking 
point for our competitors in South Amer- 
ica. There has been great improvement 








precautions to safeguard the contents of 
cases, using factory seals, metal bands, 
wires around cases, etc., wherever possi- 
ble. Particular care should be taken to 
avoid using long nails, which may dam- 
age the goods; second-hand boxes and 
cases should also be avoided. Special 
packing problems are presented by the 
effect of a tropical climate upon some 
goods, and by the exigencies of mule-back 
transportation in parts of the west-coast 
countries. Special instructions from im- 
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Nitrate of soda forms 70% of Chile’s exports, yielding a revenue of about $20,000,000 a year. 






SALTPETER OR NITRATE OF SODA WORKS IN TARAPOCA, CHILE 


Imports include sugar, struc- 


tural iron and steel, hardware, railway supplies and textiles. A 25% duty is imposed on some 2,200 items; and the duty- 


known American typewriter was fraudu- 
lently registered, and when the real own- 
ers wished to enter the Argentine market 
they had to adopt a mark containing an 
inversion of their own trade name, as the 
legal owner would not part with his tech- 
nical rights. The manufacturers of a lead- 
ing Italian automobile were obliged to 
pay a large sum of money to regain pos- 
session of their trade-mark. 
Our manufacturers should 
registering their marks in their 


insist on 





free list includes raw cotton, general and agricultural machinery, wire and structural iron and steel 





in this respect, and our remissness has no 
doubt always been exaggerated; neverthe- 
less one conspicuous instance of bad pack- 
ing can still hurt the prestige of Ameri- 
can goods in general. Packing is of par- 
ticular importance because of the customs 
tariffs of South American countries, which 
usually provide for the levying of duties 
based on weight rather than ad valorem. 
Inner ¢ontainers and all immediate pack- 
ing should, therefore, be as light as possi- 


porters should always be scrupulously ob- 
served, as there may be compelling rea- 
sons for what seem to be needless pre- 
cautions, 

Fortunately the United States now has 
parcel post communication with all Latin 
American countries except Cuba. There 
are special difficulties in the way of nego- 
tiating a convention with Cuba, but in 
view of the great importance of the Cuban 
market for our highly manufactured 

goods, it is hoped that an 





own names, despite any pro- 
tests from local agents. 
Where marks are registered in 
the names of exclusive agents 
in South America, the discon- 
tinuance of the agency may 
mean unpleasant complications. 
During the war it happened 


that certain American trade- 
marks were registered in the 
names of South American 


agents who were placed on the 
enemy trading list, with conse- 
quent embarrassment to their 
principals in this country. The 
expected establishment of an 
international bureau for regis- 
tration of marks in Rio de 
Janeiro will be of assistance to 
those contemplating entering 
South American markets. Such 
a bureau now exists in Havana 
for registering marks in Cuba, 
Mexico and Central American 
countries. 

The selection of a trade-mark for use 
in Latin America is a matter for careful 
‘study. A trade-mark or name very effec- 
tive at home or perhaps in any English- 
speaking country may be entirely out of 
place in South America. Trade-marks 
are of special importance in some of the 
less-developed countries, where illiteracy 
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VALPARAISO, THE CITY SEAPORT OF CHILE 


Founded in 1536, this is pre-eminently a commercial city and 
the most important port on the Pacific Coast of South America 


ble consistent with safety. Where goods 
are dutiable on gross weight, it is of 
course of the highest importance to keep 
down the weight of outer cases as well as 
of immediate containers. 

The great increase of pilferage every- 
where since the outbreak of the war 
means that our shippers must take special 


agreement can ultimately be 
reached. . 

It is sometimes stated that 
our exporters are handicapped 
by discriminatory duties and 
customs regulations in Latin 
American countries. Such dis- 
crimination does not exist. 
The high import duties in 
countries like Brazil are equal- 
ly applicable to the products 
of our competitors. It is 
true that some characteristic 
American products are subject 
to very high duties in some 
South American countries, 
while other important exports 
of certain countries are admit- 
ted at lower rates. This is not 
real discrimination, however, 
and is partly due to the inflexi- 
bility of our tariff system, 
which prevents us from follow- 
ing the European practice of 
adopting so-called bargaining 
tariff schedules for the purpose of obtain- 
ing special concessions in favor of goods 
for which we particularly desire to find 
export markets. Not only is there no real 
discrimination against the United States 
in Latin America, but in Brazil certain 
of our products enjoy preferential rates 

(Continued on page 490.) 
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MONEY, BANKING AND BUSINESS 








Have Commercial Loans Reached Their Climax? 


A Very Interesting Mid-Summer Situation—How Business Has Taken Credit Away From the 
Stock Market—Has the Movement Been Checked? 


UCH phrases as “investing your sur- 

plus earnings,” or “accumulating a 

surplus for investment,” are very fa- 
miliar. They accurately describe the 
habits of the average investor. He ap- 
plies his income first to necessary living 
expenses and second to the requirements 
of his business, whatever that may be. 
Then if he has something left over, he 
calls that “surplus,” spends some of it 
for luxuries, perhaps, and invests the re- 
mainder. 

This well understood idea lies at the 
basis of the relation between the amounts 
of commercial paper rediscounted or 
bought by the Federal Banks, and the 
movements of the stock market, as’ shown 
in the graph on this page. 

So long as the demands of business on 
the Federal Banks for credit were below 


$900,000,000, investors had a 


By G. C. SELDEN 


stocks had fallen $15 a share. Prices 
were, in fact, back to where they had 
been when there was >nly $400,000,000 of 
commercial paper in the Federal Banks. 

From then until the middle of July this 
commercial paper item kept climbing, with 
the Board hanging on to its coat tails and 
trying to pull it back. It is ticklish busi- 
ness cutting down business loans, and 
can’t be done in a minute nor even in 
several months. Every business man is 
involved in various plans, each of which 
requires credit. He cannot instantly stop 
all these and dispense with the credit. 
If the banks were to jerk it out from 
under him, a general debacle might be 
started. 


Has the Turn Come? 


In the last two or three weeks, however, 


The question of whether the turn has 
come depends, therefore, on whether 
other demands for credit can be cut down 
enough to balance the increase necessary 
for crop moving. It seems to mie that 
the probabilities are rather against it, and 
yet it is possible. The key to the prob- 
lem lies in the railroad traffic congestion. 

The railroad executives recently passed 
a resolution to move freight cars 30 miles 
a day on the average. The trouble is that 
a resolution won’t move the cars—the 
railroads’ employes will have to do that. 
The executives are hoping that, with the 
wage award out of the way, their em- 
ployes will take a new lease of life and 
do a day’s work in one day, for a change. 

If the employes really do that, the 30- 
mile-a-day standard. can be attained by 
September 1, and in that case a great deal 
of credit now tied up in de- 


























“surplus” which they could 1319 p20 layed goods and materials, 
° 4 t et : ' Vv ~ } 4 
use in the market, for - { Med 65960 vlveDve J veFy Abe eve d vc 3 hve 00 yelle Dy and sag goods and materials 
vestment or speculation, as 800 100 which cannot be used for 
their fancy led them. But the lack of other goods and 
as these costa began to ap- 1600 materials to go with them, 

proach the billion figure, it will be released. 
became clear to everybody js 1400 90. We have suffered from 
that the banks would not +f 2}| railway congestion so long 
have credit resources —— =% 1200 £}| that the soca program 
to supply both the mar cet P eS || seems almost millennial in 
and the growing commercial },5 21000 80", its optimism, and that is 
demands. &§ “|| Why it seems to me unlikely 
2 500 || that we have seen the top 
Business Comes First 23 X]} of the expansion in commer- 
Just as always in the past, ]% 99 10 cial loans as early as mid- 

pose got the money, hee —— FEDERAL RESERVE REDISCOUNTS or P 

cause business is our § 400 PURCHASES OF COMMERCIAL PAPER. t does seem, however, as 
essential, while investment PRICE RANGE OF 50 SIOCKS though enough credit might 
markets get only what is 200 60 be released by falling prices 
left over—our “surplus.” LW and improvement in trans- 





The banks found that their 
surplus, after accommodating their cus- 
tomers with needed loans for business uses, 
was reduced to the point where they had 
to call in some of their loans on stocks and 
bonds. Business men found that they had 
to have their surplus for business pur- 
poses, and they therefore sold some of 
their securities—especially those of the 
more speculative type, which had had a 
big advance. So stocks began to decline. 

All this would have happened if the 
Federal Board had never been heard of, 
but probably not so soon. The Board 
stepped in to prevent the market from 
going to such heights that the subsequent 
fall might be disastrous. It was a wise 
move, and would perhaps have been still 
wiser if it had been made a month or two 
earlier. The Board got itself roundly 
cursed, but probably the members didn’t 
mind that very much. 

By the end of the year the banks’ hold- 
ings of commercial paper had reached 
$1,300,000,000—and the average price of 
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there has been a rather sharp, though not 
extended, fall in commercial rediscounts, 
as seen from the graph. Investors are 
beginning to ask whether this means that 
the turn has come, and that the prolonged 
efforts of the Federal Board to prevent 
the use of credit for non-essential pur- 
poses in business have begun to bear 
fruit. 

We would not naturally expect the 
turn in the demand for credit before late 
September or October, because it takes a 
lot of credit to move the crops, and the 
crop movement does not reach its climax 
before that date. But against this must 
be set the undoubted fact that a good 
deal of liquidation has taken place in 
other directions. In silk, wool, cotton, 
grain, leather, rubber, even in coffee and 
sugar, prices have fallen; and’ these de- 
clines have necessarily brought with them 
lower prices for hundreds of articles in 
which these commodities are used as raw 
materials, 
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portation, so that no impor- 
tant further increase in business loans 
above their July high point will prove 
necessary. If so, bonds ought not to go 
below their previous low point, and there 
should not be any severe liquidation in 
stocks. 





LIBERTY BONDS AND VICTORY 
NOTES 


Effective from July Ist, the following 
revised scale of commissions has been 
adopted by the Investment Bankers As- 
sociation of New York, for buying and 
and Victory 


selling Liberty Bonds 


Notes: 


Up to and including 
Up to and includign 
Up to and including 
Up to and including 
Up to and including 
Up to and including 
Up to and including 
Up to and including 
Up to and including 
Up to and including 






















What Thinking Men Are Saying 


Judge Gary and W. P. G. Harding Take Hopeful View of Situation—Banking Interests 
* Practically Unanimous in Reporting Improved Credit Conditions—Old Crop 


PROSPERITY CERTAIN IF PRESENT 
OPPORTUNITIES ARE SEIZED 


Judge Gary More Hopeful Than at Any 
Time Since the War 


“Somewhat to my surprise I have upon 
inquiry during the last thirty or forty 
days ascertained that labor at our various 
plants has been more efficient per man 
than it has been at any time before dur- 
ing the last five years. 

“There is plenty of business, sufficient 
numbers to transact it, reasonable profits 
offered and larger resources than ever 
before, and if we take advantage of our 
opportunities, as now seems to be the 


Moving Out of Kansas City 


BUSINESS REACTION DUE LARGELY 
TO FREIGHT TIE-UP 


National City Bank Does Not See Any 
Lack of Public Demand 


“Retail trade has been good for the 
season and confidence in the future is 
strengthened by the fine progress of the 
crops. Nearly everybody seems to under- 
stand that an abundant production on the 
farms is good for the country, although 
the doctrine of greater production every- 
where is not so well appreciated. The 
settlement of the railroad wage contro- 
versy and improved prospects for peace 


NO LIKELIHOOD OF “EASY MONEY” 
BUT CREDIT WILL BE AMPLE 


President Alexander, National Bank of 
Commerce, Sees Improved Situation 


“There are two factors which tend to 
improve the credit situation. The long- 
continued flow of gold out of the United 
States has changed at least temporarily 
to a moderate net inward movement, 
which in some degree reduces the pres- 
sure on credit facilities. The tendencies 
toward price recessions and a decreased 
volume of business which are now appar- 
ent, may, if they continue, considerably 

reduce commercial and _ industrial 





tendency, success and prosperity for 
this country are assured. 

“T recognize and for many months 
have comprehended the dangers in 
the general situation. I am more op- 
timistic in regard to the future of this 
country that I have been at any time 
before during the last six years. lf 
people generally will recognize the 
possible dangers which have been 
hinted at and will each for himself 
or herself do everything possible and 
practicable to improve conditions we 
shall soon return to a basis of living 
which should be entirely satisfactory.” 





CREDIT TROUBLES ARE PHYS- 
ICAL, NOT FINANCIAL 
W. P. G. Harding Is Optimistic Con- 
ditions Will Improve 
“The other members of the Federal 
Reserve Board and I are optimistic 
regarding the abjlity of the member 
banks and the Federal Reserve Banks 








credit requirements. 

“There is no cause, I believe, for 
undue apprehension regarding the 
ability of the banks to meet all neces- 
sary requirements during the coming 
season, particularly since their re- 
sources are well co-ordinated under 
the Federal Reserve system, which 
was devised to meet such an emerg- 
ency. It must be clear, however, that 
nothing in the situation warrants an 
expectation of easy credit or low 
money rates. Credit will be available 
for the country’s essential needs, but 
not for other employments.” 





CHANGED ATTITUDE OF PEOPLE 
POINTS TO BETTER TIMES 
R. P. Grant Notes Restraint and Cau- 
tion Throughout Country 

Returning from an extended trip 
through the Northwest and the Pa- 
cific Coast, Rollin P. Grant, vice- 
chairman of the Irving National 








to handle the peak of the crop re- 
quirements. They are better pre- 
pared now than was thought possible 
a few weeks ago. One of the most im- 
portant developments regarding the busi- 
ness and financial outlook is the improve- 
ment: in labor efficiency, which has been 
noted in a number of districts. 

“The situation in the Middle West is 
much better than we anticipated it could 
be four or five months ago. The new 
crops have started moving just at the 
time that the accumulations of old crop 
wheat in Kansas and old crop corn in 
Iowa have been carried to market. This 
movement of the old crops has demon- 
strated a distinct improvement in rail- 
road transportation and has proved that 
the trouble was physical rather than 
financial. 

“As a result of the movement of the 


- old crops out of Chicago, Kansas City 


and Minneapolis, the Chicago Federal Re- 
serve Bank, which at times has been a 
borrower on rediscounts from other Fed- 
eral Reserve institutions to the extent of 
$50,000,000, this morning had a clean 
slate.” 


for AUGUST 7, 1920 


Evans in ihe Baltimcore American. 


TO MARKET! TO MARKET! 


in Europe were also constructive factors. 

“Outside of the lines of production in 
which disturbance began several months 
ago, notably wearing apparel, industries 
are more embarrassed by transportation 
troubles than by lack of demand for their 
products. The iron and steel people and 
other manufacturers of material entering 
into construction see plenty of business 
ahead, although house building has suf- 
fered a check. Construction for business 
purposes holds up, but investors are hesi- 
tating to put money into dwellings or 
apartments at present costs and with the 
existing anti-landlord agitation. The 
scarcity of capital, of course, is an im- 
portant factor, and with conditions as 
they are it goes more readily into invest- 
ments for the service of business than 
into buildings for family use. 

“In general it may be said that there is 
little evidence that the buying power of 
the public has been impaired, although 
there has been an accumulation of goods 
in some lines and prices are unsettled.” 


Bank, said: 

“My impression gained from the 
trip is that from. one end of the coun- 
try to the other people are thinking, and 
thinking seriously, of a very definite change 
in conditions. Bankers are watching and 
restricting credits as never before. The 
merchants have had their ears to the 
ground for some time and are buying 
more carefully. They have been taking 
advantage of what are known as summer 
sales to force a large reduction in their 
inventories. They have sensed a wide- 
spread feeling that the public is becoming 
tired of paying high prices and are gov- 
erning themselves accordingly. 

“The change, first felt by the manufac- 
turer and distributer, is now beginning 
to be felt by the producer, who, we 
thought, would not feel it for some time 
to come. Through the producer, labor 
also is feeling a touch of it. , Curtailment 
in packing and the many difficulties at- 
tending transportation possibly may have 
the effect of holding prices on a high 
level for the time being, but it would seem 
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inevitable that a lower range of prices 
will prevail. 

“The people also are trying to get their 
financial affairs in as liquid a condition 
as possible. If that policy can be con- 
tinued throughout this fall and a way 
can be evolved to handle the problem of 
large crops and delayed transportation, I 
believe we can be much more optimistic 
of the things that will confront us in the 
spring of next year.” 





OPTIMISM WILL SOON DISPLACE 
BUSINESS PESSIMISM 


R. H. Storm Calls Present the Time to 
“Buy on Merit” 


Speaking before the Jobbers’ Associa- 
tion of Dress Fabric Buyers, on July 21, 
Raymond H. Storm, of Converse & Co., 
said: 

“It looks to me ‘that now is the time to 
buy at least 25 per cent of your estimated 
requirements, cover on another like 
amount after you get home and be ready 
to cover on more of the balance during 
September and October at the latest. 

“I say this not because I believe that 
those very high prices are going to again 
be in vogue. I look for a fairly stable 
level of prices in spite of good demand. 
The difficulty is going to be in obtaining 
delivery of the goods you prefer to carry. 
I believe every effort is going to be made 
to hold values on a conservative basis in 
spite of demand by being satisfied with 
less profit right along the line. 

“This is a time to purchase on merit—on 
being willing to concede a profit—refuse to 
buy on an unfair basis. There are real 
bargains and genuine values being of- 
fered today without many buyers. Opti- 
mism will soon displace this business 
pessimism now existing. Wait if you 
will, but not too long. At least try to 
buy today at values you think will obtain 
thirty to sixty days from now. But be 
reasonable in your estimate.» Don’t try to 
press the seller too far.’ You all did that 
early last year. 

“Let us work together for our mutual 
advantage. I’m a bull on American in- 
dustry, and especially American textiles. 
Our hope of success in any competition 
that may arise rests not on the weakness 
of others but on the organized efficiency, 
intelligence, trustworthiness and broad 
vision of American business men.” 





HUGE AMOUNT OF WORK POST- 
PONED BY MONEY SCARCITY 


Irving National Bank Foresees No Early 
Improvement 


“This is more than a billion dollars in 
excess of similar rediscounts on the cor- 
responding date one year ago. In the in- 
tervening period, loans secured by Gov- 
ernment war obligations have declined 
approximately $400,000,000,000. The Fed- 
eral Reserve notes in circulation have 
again increased. The slight advance in 
the reserve ratio, therefore, is of no sig- 
nificance. Thé strain on the credit struc- 
ture is greater than ever. Eight per cent 
is now the interest rate on high grade 
commercial paper, and substantial relief 
is not in sight. 
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“New enterprises capitalized at $1,323,- 
221,400, however, were launched in june. 
Though this amount is smaller than in 
any of the three previous months, it is 52 
per cent higher than in June of last year. 
The total of such corporate issues for the 
half year was $8,910,116,300, double that 
of the first half of 1919, The money 
scarcity and its consequent high cost is 
reflected in slower sales of municipal 
bonds. Many cities and towns have been 
unable to sell bonds for needed improve- 
ments even at unusually attractive interest 
yields. The amount of work thus post- 
poned, but necessary sooner or later, is 
vast.” 





FINANCIAL OUTLOOK BRIGHTER 
THAN SEVERAL MONTHS AGO 


President Clarke, Amer. Exchange Na- 
tional, Expects Better Labor 


“I feel the financial outlook appears 
brighter even though money is higher 
than it was several months ago. Of 
course, it is necessary to be cautious, and 
for business people to heed the warning 
which high money indicates. 

“IT think the railroad officials through- 
out the country are going to demand bet- 
ter service. The steady immigration week 
after week is bound to have its effect 
upon the question of supp'y and demand 
of labor and also indicates to labor that 
it must be more efficient if it wants to 
hold its job. 

“The check to non-essential bofrowing, 
it goes without saying, will, in a large 
measure, tend to fortify the banks for 
the crop period.” 





FREIGHT CONGESTION IS CHIEF 
OBSTACLE TO BUSINESS 
Federal Reserve Board’s July Bulletin Re- 
ports Improvement Elsewhere 


“In the agricultural regicns improved 
crop conditions and the development of a 
more confident tone in business are re- 
ported to have brought about a turn dis- 
tinctly for the better. Speculation in com- 
modities is in many parts of the country 
reported to have been greatly reduced 
and in some practically eliminated. 

“There is a general feeling that ex- 
travagant buying is at least less. extreme 
and dangerous than it was some time 
ago, while labor in many parts of the 
country is reported as increasing in ef- 
ficiency and a better spirit of co-operation 
exists between employer and employee. 

“From the credit standpoint there is 
general expression of the belief that un- 
essential demands have been reduced, and 
that even where there has been no lessen- 
ing in the volume of loans the advances 
that are being currently made are in a 
much greater proportion than those which 
grow out of bona-fide commercial and 
agricultural necessities‘ than at any time 
for many months past. 

“Transportation continues to be, per- 
haps, the least satisfactory phase of the 
month’s development, and while there has 
been some improvement in a number of 
parts of the country it is still true that 
there is great congestion, and that in 
consequence of it an undue and unneces- 
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sarily severe strain has been brought to 
bear upon credit for the purpose of mak- 
ing possible the carrying of goods which 
would otherwise have gone to market and 
would have been liquidated.” 





ADEQUATE CREDITS SHOULD GO TO 
LEGITIMATE INDUSTRY 


F. C. Goodenough Would Restrict Only 
Speculative Lines 


In an address before the Parliamentary 
Commercial Committee of the House of 
Commons, F.’C. Goodenough, chairman 
of Barclay’s Bank, Ltd., of London, said 
in part: 

“Between unlimited credit expansion 
and an arbitrary limitation, there lies the 
alternative of careful discrimination by 
the banks in the matter of their advances, 
such as has lately takerr place under the 
pressure of a healthy stringency. It lies 
with the banks to force the liquidation of 
speculative positions, while not unduly 
restricting the demands of legitimate in- 
dustry. In this manner we can slowly, but 
with certainty, attain to gold prices. 

“Our policy, therefore, should be to 
supply adequate credit to enable legiti- 
mate industry to expand, and this requires 
also a system of currency working in 
unison with such a volume of credit as 
may be required to carry on the business 
of the country.” 





EUROPE WILL NEED OUR GOODS 
FOR NEXT DECADE 


Chairman Kies, First Federal Foreign 
Banking Association, Approves 
Credit Advances 


“Tt is natural for our manufacturers to 
hesitate about sending their goods to 
Europe, particularly on account of sup- 
posed political element in credit risk. I 
believe it will be perfectly feasible to 
make arrangements in such countries as 
Great Britain, Holland, Belgium, the 
Scandinavian countries, Italy, Spain and 
France for a co-operative basis of credit 
extension. That is, inasmuch as manu- 
facturers and merchants are working in 
an abnormal situation, calling for longer 
credits than usual, they would be per- 
fectly agreeable to an arrangement by 
which certain good sound banks would 
give unconditional and irrevocable guar- 
antees of the payment of bills at maturity. 

“This business, known as ‘del credere,’ 
is an old institution in Europe and is not 
exactly the same as acceptance credit. 
European banks are used to this method 
and are in the habit of according to busi- 
ness concerns of established credit such 
guarantees. 

“On basis of such guarantees it would 
be perfectly safe for American exporting 
concerns to extend credits. The First 
Federal Foreign Banking Association 
will enter into such arrangements using 
the guarantee and endorsement of the ex- 
porter, and will finance these credits even 
if they run to much longer periods than 
the ordinary ones. 

“For the next ten years at least, Europe 
will present a steady receptive market for 
American rehabilitation material and ma- 
chinery, and for everything except pos- 
sibly consumptive luxuries.” 
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St. Lowis-San Francisco Railway Co. 








Progress of a Recently Reorganized Railroad 


Comparative Position of Four of Its Most Active Securities and Their Relationship to One 


MONG the most active of railroad 

securities in 1920 have been St. 

Louis-San Francisco Railway prior 
lien bonds, issued under three series and 
at three rates, the cumulative adjustment 
6s, the non-cumulative income 6s and the 
common stock. Such activity as these is- 
sues have shown reflects either artificial 
forces in the market or a widespread pub- 
lic interest. In this instance, there may 
have been a measure of the former, but 
there has certainly been enough of the 
latter to warrant a detailed study of the 
company and its operations. 

Few roads have undergone in the past 
six or seven years as marked changes as 
’Frisco, both in the increase in its invest- 
ment and the decrease in its mortgage 
debt. The old company was wrecked, not 
by any inherent weakness in the original 
property of the parent concern, but by an 
over-ambitious scheme of assembling a 
number of “affiliated” companies that re- 
fused to affiliate. Among these were Chi- 
cago & Eastern Illinois, New Orleans, 
Mobile & Chicago and New Orleans, 
Texas & Mexico. 

All these properties were cut off in the 
reorganization and the debt scaled down 
proportionately or in even greater meas- 
ure. On June 30, 1914, the effective date 
of the Commerce Commission’s valua- 
tions, the company’s investment in road 
and equipment was only $284,500,000 
against a debt of $303,000,000. The de- 
ficiency was covered by an investment in 
affiliated companies of $88,500,000. 

At the close of 1919, ‘the company’s 
property investment amounted to about 


$351,000,000, against which there was a ° 


funded debt of $270,500,000. Of this debt, 
however, nearly $80,000,000 was in the 
form of income bonds, secured by mort- 
gage as to principal, but possessing only 
a prior stock lien on earnings. The de- 
duction of this item would leave only 
$190,500,000 debt, essential as to principal 
and interest, against an investment of 
$351,000,000, leaving a large margin of 
safety in the property for mortgage bond- 
holders. 

A good deal of attention was attracted 
to Frisco during Federal control by the 
excellent operating showing of the prop- 
erty, and the surprise was the greater be- 
cause it was well known that the com- 
pany had no friends at court. The ex- 
planation is found in a variety of causes. 

In the first place, the property was in 
the finest possible physical condition when 
it was turned over to the Government. 
This not only encouraged the fullest use, 
of the plant but it permitted of a com- 
paratively low operating ratio. 

Moreover, ’Frisco, originating practically 
all its traffic, is nearly independent of al- 
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Another in the Market 
By CHARLES REMINGTON 


liances on through business. This situa- 
tion precluded the possibility of divert- 
ing business from the road, had there 
been any desire to do so. Development 
of the road’s territory also had some- 
thing to do with the results. Although 
the greater part of the country served 
had been undergoing a constant growth 
for several years, the sudden expansion 
of traffic in the Texas oil fields was most 
conspicuous in swelling the business of 








FEDERAL RENTAL COMPARED WITH OPERAT- 
ING INCOME. 


IE AR Sonn od tec scctvoccesesed $13,357,260 
Operating income, 1918 ....... . 11,128,796 
Operating income, 1919 ............... 14,515,421 
Operating income, 5 mos. to May 31.... 4,009,231 
Operating income, annual rate 5 mos... 11,454,000 








1918 and 1919. ’Frisco has the most di- 
rect route from Kansas City to the new 
fields, and this line, on which traffic had 
formerly been rather thin, did a capacity 
business. 


Condition of the Plant 
Although the ’Frisco Lines were not re- 
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turned on March 1 in as good condition 
as when they were received by the Gov- 
ernment at the beginning of 1918, they 
had deteriorated much less than the roads 
as a whole. Such under-maintenance as 
accumulated will be extinguished during 
the six months to end August 31, and 
then the.company will have to use its best 
endeavors to offset extra maintenance 
costs against claims for under mainten- 
ance. Of all its principal competitors, 
only Atchison is in as good a physical 
condition at this time as ’Frisco. 

The company’s certified standard _re- 
turn is $13,357,260, compared with which 





its net operating income in 1918 was $11,- 
129,795 and in 1919 was $14,515,421. This 
is at the average rate for-the two years 
of 90.6% of rental. Net operating income 
for the first five months of 1920 was $4,- 
009,231, compared with this period's pro- 
portion of rental amounting to $5,565,525. 
The net for five months, however, should 
be weighted for seasonal fluctuations of 
traffic to become comparative. For the 
same period of 1919 net operating income 
was $3,587,509 and for 1918, $3,333,304. 

Like most of the roads that made a 
good showing during Federal control, 
’Frisco had been moving rapidly up hill 
in the few years prior to Government op- 
eration. From the fact that standard re- 
turn was a three year average, roads in 
the position of 'Frisco were caught un- 
fortunately, because, under a proper ad- 
justment of rates to costs, it might have 
been expected that 1918 and 1919 would 
have reflected the showing of 1917, 
whereas standard return was diluted with 
the results of less favorable years preced- 
ing. On the other hand, it is reasonable 
to expect that a road like ’Frisco, in the 
period following September 1 and under 
higher rates, will resume the upward 
course interrupted by Federal control at 
the beginning of 1918. 


Strong Financial Position 


While the Transportation Act provides 
that railroads, during the six months fol- 
lowing March 1, may call on the Govern- 
ment for any deficiency to meet operat- 
ing costs or interest, there is an obvious 
advantage in having the money for these 
purposes available from _ receipts, and 
’Frisco is in this position. The company 
took over the property with plenty of 
working capital,'and current revenues are 
leaving a substantial balance after cur- 
rent expenses and charges. 

The company has no floating debt and 
has discounted no notes with the Director 
General or the War Finance Corpora- 
tion. It accepted the allocation of about 
$15,000,000 worth of equipment, but the 
property will become security for the 
loan which will be carried by the Gov- 
ernment until it matures in series. Thus, 
the company will have no securities to 
float on this account. 


Of the prior lien bonds, there are out- 
standing $119,792,000, divided as follows: 
$84,244,000 series A 4s due in 1950, $24,- 
950,000 series B 5s due in 1950 and $10,- 
598,000 series C 6s due in 1928. The 
bonds are secured by a first lien on 1,530 
miles, a first collateral lien on 103 miles, 
a first collateral participating lien on 302 
miles, a second lien on 623 ~iles, a third 
lien on 1,096 miles, a third -ollateral lien 
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on 64 miles, a fourth lien on 213 miles, 
by the lease of the Kansas City, Fort 
Scott & Memphis and by stocks and 
bonds of affiliated companies. 

On the mileage covered by the first 
lien, the bonds are outstanding at the rate 
of $78,270 a mile, and, including prior 
liens, at the rate of $34,000 a mile on all 
the mileage covered. Exclusive of the 
bonded debt and guaranteed stock of 
leased lines, the bonds are subject to only 
$13,862,700 underlying liens including 
equipment issues. Herein lies the chief 
strength of this issue. There are very 
few of the larger railroad systems with 
blanket mortgage issues resting so close 
to the rails. 

As might be expected from the price, 
there is an element of weakness in the is- 
sue. Following the prior liens, there are 
two comparatively large issues of income 
bonds. At the present rate of earnings, 
the margin returnable to the property is 
very small, yet the interest on the income 
bonds must be paid if earned. Hence, the 
interest must be earned currently on the 
prior lien bonds, because, until income 
shows a comparatively large margin over 
the requirements of the income. bonds, 
there will be no opportunity to accumu- 
late a cash reserve against an off year. 

A High Yield Bond 

The prior lien 4s are selling around 54, 
at which the yield to maturity is about 
8.10%. At 66%, the 5s yield about 7.95%. 
The 6s, selling around 82% and matur- 
ing in eight years, yield about 9.20%. 


Notwithstanding the higher yield on the 
6s, it is doubtful whether they are as 
good a purchase as the other issues, for, 


in the present outlook, 8% for 30 years 
will prove in the long run better than 
9.20% for eight years. As between the 
4s and the 5s, the former are better at the 
market. The 5s do not yield as much as 
the 4s, but even on the same investment 
basis the 4s would show more profit than 
the 5s with a return to easier credit con- 
ditions. 

All things considered, ’Frisco prior lien 
4s must be deemed at the price one of 
the most desirable open-mortgage rail- 
road bonds in its class. 

Following the prior lien bonds are $38,- 
763,000 cumulative adjustment mortgage 
bonds, secured upon the same property 
now and hereafter, but subject to the 
prior liens. While the principal is se- 
cured by mortgage, interest is payable 
only if earned, but is cumulative. Fur- 
ther bonds to the extent of $75,000,000, 
including those issued are authorized for 
restricted purposes, but in. no case may 
the rate exceed 6%. 

Following the adjustment 6s, are $35,- 
192,000 non-cumulative income mortgage 
6s, issued under an authorization for $75,- 
000,000, and secured upon the same prop- 
erty as the prior lien bonds and the ad- 
justment 6s, but subject to both. The ad- 
justment 6s mature in 1955 and the in- 
come 6s in 1960. 

It is provided in the indenture under 
which the income 6s are issued that in- 
terest shall be paid as earned within mul- 
tiples of %% in each fiscal year ended 
June 30, after the company has kept its 
books in accordance with the rules of the 
Interstate Commerce Commission. Thus, 
the year for which the company issues its 
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pamphlet reports does not coincide with 
the accounting year for these two classes 
of income bonds. Interest on the adjust- 
ment 6s is payable in semi-annual install- 
ments of 3%, while interest on the income 
6s is declarable in one annual installment 
on or before September 1 and payable on 
or before October 1. 


Earnings on Income Bonds 


In the year ended December 31, 1918, 
the last for which the company has re- 
ported, ’Frisco showed $4,562,140 ap- 
plicable to $2,325,033 interest on the ad- 
justment 6s, leaving $2,237,107 to cover 
$2,111,520 interest on the income 6s. Thus, 
it will be seen, the interest on the ad- 
justment 6s was earned nearly twice, 
while the interest on the income 6s was 
covered by a narrow margin. 

Not much change occurred in the year 
ended June 30, 1919, but, on account of 
increased interest charges, the changes in 
the year ended June 30, 1920, will be suf- 
ficient to raise a question whether the 
full 6% on the income bonds will be 
covered. There is an accounting item 
of about $200,000 which will determine 
whether this charge is fully covered. 
Negotiations are now in progress with 
the Commerce Commission to obtain a 
ruling, and until a decision is rendered no 
prediction can be made concerning the 
amount that will be declared payable on 
this issue. It is certain, however, that the 
rate will not be less than 5%, while there 
is every reason to expect that the com- 
pany, in view of its earning record in the 
past few years, will be able to cover the 
charge with a safe margin thereover after 
September 1, 1920. 


Conclusion 


The adjustment 6s are selling around 
61, at which the flat return is nearly 10%. 
With the interest well secured by per- 
formances and prospects, the bonds must 
take rank as an investment of the second 
grade. For such an investment, the re- 
turn is high even in this market. 

The income 6s are selling around 47%, 
at which the flat return is 12.65%. While 
they contain an element of speculation 
and may not pay their full 6% for the 
year ended June 30, 1920, the bonds are 
cheap, because they are selling below 
several 5% railroad stocks whose divi- 
dends are no better secured. 

As a part of the collateral security of- 
fered for American loans the French 
Government assembled $5,000,000 of the 
prior lien 4s, $5,800,000 of the cumulative 
adjustment 6s and $10,000,000 of the in- 
come 6s. These were sold by the Ameri- 
can fiscal agent of the owners to Speyer 
& Company, who, in turn, sold them to a 
distributing syndicate. 

These large blocks overhanging the 
market have undoubtedly had something 
to do with depressing the prices. The 
three classes of securities may even sell 
lower before the distribution is complete, 
but, for the long pull, it seems to me that 
they must show a profit over current 
quotations, and there is little doubt that 
they are selling lower than other securities 
of similar classes. 

Following $7,500,000 non-cumulative 
5% preferred stock, ’Frisco has outstand- 
ing $50,447,000 common, selling around 
25. It is better than Missouri Pacific 


common, selling around the same price 
but subject to 10% accumulations on the 
preferred. Its prospects seem me 
nearly as good as those of Rock Island 
common selling more than ten points 
higher. On the other hand, its dividend 
outlook is not much better than that of 
St. Louis Southwestern common, selling 
about ten points lower. 

To summarize, ’Frisco common is sell- 
ing out of line with the three bond issues 
recommended.—vol 26, p. 14. 


WHY MARKS ADVANCED 


On June 3, 1920, the Economic Council 
of the German Ministry of Economics 
held a meeting to discuss the effects of the 
rising mark on German trade. Minister 
of Economics Schmidt made a speech in 
which he said in part: 

The Government is meeting with much 
difficulty in enforcing its import and ex- 
port control regulations. Not long ago 
11,000,000 marks’ worth of merchandise, 
for the importation of which proper docu- 
ments had not been taken out, was con- 
fiscated at one of the Government's “catch- 
ing places.” 

The rise in the value of the mark is 
due partly to the closing of the “hole in 
the west” (the border along the occupied 
zone) and partly to the fact that lately 
many German industrial and municipal 
bonds have been sold abroad. Further- 
more, the mark has risen because of the 
Allies’ increased confidence in the Ger- 
man economic situation. 

Prices have also declined on the world’s 
market, along with the rise of the mark. 
In England cotton dropped 10% in price 
and in Germany 55%. Wood prices in- 
creased in England 15%; in Germany they 
dropped 63%. Copper declined in price 
13% in England and 65% in Germany. 
This naturally influences the economic life 
of Germany, especially in so far as Ger- 
man prices approach the world’s market 
prices. 

At present the immediate 
German industry is not promising. 
duction of prices is necessary. 


future of 
A re- 


MORE GERMAN BONDS AP- 
PEAR ON AMERICAN MARKET 
(Continued from page 457.) 
and has an outstanding capitalization of 
$0,000,000 marks of 1,000-mark par value. 
The company has also outstanding 30,000,- 
000 442% bonds issued in 1912, for the 
purpose of increasing the company’s work- 
ing capital and for further expansion. 
Interest is payable semi-annually, the 1st 
of March and the Ist of September. The 
bonds are redeemable by annual drawings 
beginning in 1918, at par and accrued in- 
terest. They mature in 1952. These bonds 
are quoted around par and listed on the 
leading German exchanges. The company 
has been paying regular annual dividends 
on its common at the rate of 10% for the 
past four years, and in view of the pros- 
perity of the industry an increase in the 
present dividend rate is expected. Net 
earnings reported for the past year, after 
deduction for all fixed charges, taxes, de- 
preciation and amortization, aggregated 
15,837,799 marks, equivalent to about 176 
marks a share on the outstanding: com- 

mon. 
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Delaware, Lackawanna & Western Railroad 





A Railroad Built Out of Leased Lines 


This Situation and the Possession of Ample Funds Explain Comparatively Small Mortgage Debt 


ELAWARE, LACKAWANNA & 
WESTERN is usually spoken of as 
a railroad free from debt, and it is 
as nearly so as any large system in the 
country. As the property is generally con- 
ceived, however—that is, extending from 
New York to Buffalo—there are a good 
many securities underlying Lackawanna 
stock. Large earnings, both from trans- 
portation and anthracite mining, have 
doubtless obviated the necessity of bor- 
rowing money, but, had such a necessity 
arisen, the system would not have been 
found in the best position for creating a 
mortgage lien on the rail properties. 
Out of a system of 979 miles, Lack- 
awanna owns in fee 265 
miles, leases 672 miles 


By DANIEL CUSHING 


but none of the main line, has outstand- 
ing $1,800,000 7% guaranteed stock and 
$1,394,000 31%4% bonds due in 2000, both 
in the hands of the public. Newark & 
Bloomfield; Passaic & Delaware and Pas- 
saic & Delaware Extension, own three 
comparatively unimportant branches in 
New Jersey. All have guaranteed stocks 
outstanding, but no bonds. 

The parent company owns in fee the 
main line from the New Jersey State line 
through Pennsylvania to the New York 
State line, several unimportant branches 
in New Jersey and Pennsylvania and the 
important branch line from Scranton 
through Wilkes-Barre to Northumber- 


from Binghamton to Buffalo is owned by 
the New York, Lackawanna & Western 
Railway. This company has outstanding 
$10,000,000 5% guaranteed stock, $12,- 
000,000 6% first mortgage bonds matur- 
ing January I, 1921, $5,000,000 5% con- 
struction bonds maturing August 1, 1923, 
and $5,000,000 4% third mortgage bonds 
maturing May 1, 1923. All these securi- 
ties are in the hands of the public, but, 
following its ‘usual custom, the parent 
company may be expected to buy the $22,- 
000,000 bonds at their various maturities 
and hold them. 

From Owego on the New York, Lack- 
awanna & Western, a branch extending 
north to Ithaca is owned 
by the Cayuga & Susque- 





(against which there are 
outstanding various bonds 
and guaranteed stocks) 
and controls through stock 
ownership 42 miles. Thus 
the mileage owned and con- 
trolled is less than a third 
of the system, while the 
mileage leased is more 
than two-thirds. Ex- 
pressed in another manner, 
Lackawanna has an invest- 


PENNSYLVANIA 


forthumberland, 





ment of $44,293,266 in its 
own road exclusive of 
equipment, and has in- 
vested $12,004,953 in im- 
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hanna Railroad. This 
company receives a fixed 
rental sufficient to pay reg- 
ular annual dividends of 
9% on its $589,110 stock, 
of the par value of $30, 
with occasional extras. It 
has no bonds. 

The Syracuse, Bingham- 
ton & New York owns the 
mileage between the two 
former cities. It has out- 
standing only $2,500,000 
stock on which Lackawan- 
na guarantees 12% annual 
dividends. The Oswego & 
Syracuse Railroad owns 








provements to leased lines, 
an investment subject to 
various stocks and bonds. 

The financial structure of Lackawanna 
is strengthened, however, by the owner- 
ship of several issues of matured bonds, in 
each case underlying the outstanding 
bonds and guaranteed stocks, and it is 
probable that a similar course will be fol- 
lowed with respect to other bond issues 
maturing in the next few years. 

Taking the system from its eastern ter- 
minal, Morris & Essex owns both lines 
out of Hoboken and Jersey City, includ- 
ing the main line to Lake Hopatcong and 
the branch to Phillipsburg. The com- 
pany’s issues consist. of $15,000,000 stock 
guaranteed as to 734% annual dividends 
and in the hands of the public, $9,191,000 
first mortgage 7% bonds held by Lack- 
awanna pending delivery of 3%s and 
$25,305,500 314% refunding bonds matur- 
ing in 2000 and in the hands of the pub- 
lic. Morris & Essex Extension Railroad 
also has outstanding $221,000 4% guar- 
anteed stock. 

From Lake Hopatcong, to the New Jer- 
sey State line, the main line is owned by 
the Lackawanna Railroad of New Jersey. 
This company has no bonds, but $10,- 
750,000 4% guaranteed stock, which was 
distributed as a dividend to Delaware, 
Lackawanna & Western stockholders in 
December, 1911. 

Warren Railroad 
Warren Railroad, which owns a branch, 
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land. All this mileage is free of mortgage 
debt. 

The short stretch of main line from 
the New York State line to Binghamton 
is owned by the Valley Railroad of New 


York. This company has $750,000 guar- 








LEASED LINES COMPARED WITH MILEAGE 
OWNED IN FEE. 


Road 
Newark & Bloomfield Railroad 4 
New York, Lackawanna & Western Railway.. 214 
Morris & Essex Railroad 119 
Lackawanna Railroad of New Jersey 
Warren Railroad 
Utica, Chenango & Susquehanna Valley RR. 


Cayuga & Susquehanna Railroad 

Oswego & Syracuse Railroad 

Syracuse, Binghamton & New York Railroad. 
Morris & Essex Extension Railroad .... 
Passaic & Delaware Railroad . 
Passaic & Delaware Extension Railroad 


Total guaranteed leaseholds 67 
Delaware, Lackawanna & Western Railroad.. 265 


Total leased and owned 








anteed 5% stock in the hands of the pub- 
lic and $400,000 5% first mortgage bonds, 
matured in 1911 and owned by the parent 
company. 

From Binghamton, Lackawanna has 
three principal lines. One extends to Buf- 
falo, one to Oswego via Syracuse and 
another to Utica. The important mileage 


the 35-mile ‘extension that 
connects these two cities. The company 
has outstanding $1,320,400 stock on which 
Lackawanna guarantees 9% annual divi- 
dends, $438,000 consolidated (in effect 
first) mortgage 7% bonds matured in 1907 
and owned by. the parent company, and 
$668,000 construction mortgage 5% bonds 
in the hands of the public. 

From Chenango Forks on the Syracuse- 
Binghamton line, the Green Railroad owns 
eight miles to the town of that name and 
forming part of the Utica line. This 
company has outstanding $200,000 6% 
guaranteed stock, but no bonds. 


The Utica, Chenango & Susquehanna 
Valley Railroad owns the mileage from 
Utica to Green, with a branch to Richfield 
Springs. The company has outstanding 
$,0040,000 steck on which Lackawanna 
guarantees 6% dividends are guaranteed 
by Lackawanna. It has no bonds. 

While the situation here described 
might weaken the structure of a company 
that was forced to go into the market for 
money, no embarrassment has ever been 
caused Lackawanna thereby, and none is 
likely to arise. Many of the guaranteed 
stocks are closely held and rarely sell. 
Those that sell at all change hands at 
prices that bring the return down to the 
yields of the very best railroad bonds, 
and some of them have sold lately to re- 
turn less than some of the Liberty issues. 


—vol. 24, p. 663. 
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Lake Shore & Michigan Southern 


Michigan Central 








Cleveland, Cincinnati, Chicago & St. Louis 
New York, Chicago & St. Louis 





High Yields Available in Some Railroad Debentures 


Many of These Issues, Formerly Unsecured Obligations of the Issuing Companies, Are Now 
Directly Secured Upon Property By Mortgage 


HE character of a bond is frequently 
changed by supplementary inden- 
ture so that its original title is not 

fully descriptive of the issue, and this is 
particularly true of many of the so-called 
railroad debentures now outstanding. In 
fact, there are not a great many real rail- 
road debentures left, but several still ap- 
pear as debentures in the Kst, and the fact 
that they are now secured upon specific 
property equally with junior mortgage 
bonds appears to have helped them but 
little in price. 

Ordinarily a debenture bond is an un- 
secured obligation of the issuing company, 
and, unless changed by supplementary in- 
denture, is not protected by direct lien. 
Both as to principal and interest, it is 
prior to the issuing company’s stock lia- 
bility. Theoretically, in case of ‘default, 
the holders of mortgage bonds would be 
entitled to take the mortgaged property 
through their trustee, while holders of 
debenture bonds could only act under an 
execution and after obtaining a judgment. 
Actually, however, they 
possess about equal se- 
curity in the case of rail- 
roads. The interest of 
the public in the service 
of transportation is held 
paramont to the interest 
of any lien holder, and, 
if the operating situation 
is bad enough, any equity, 
no matter how safeguard- 
ed by deeds of trust, is 
likely to be absorbed by 
running deficits. 

In ‘short, the real se- 
curity for principal and 
interest is the equity in 
and the earning power of 
the property rather than 
the technical rigidity with 
which the instrument 
protecting the investor is 
drawn. It is possible for 
one to find greater security in a common 
stock like Delaware, Lackawanna & West- 
ern than in some first mortgage bonds. 

A good many. of the railroad debentures 
were put out with convertible features, 
and, most of the outstanding convertibles 
are debentures in the nature of the obli- 
gations, but it is the purpose to discuss 
here a few non-convertible debentures, 
some of which are further secured by 
mortgage, selling below their investment 
worth as measured by recent short-term 
railroad notes. 

The latter are nearly all 7s selling to 
yield from 6.90% to 7%. When, there- 
fore, a 4% or 45%4% issue of equal security 
can be purchased at a discount to yield 
from 7% up, it needs no lengthy argu- 
ment io prove that they are the more at- 
tractive of the two classes. 
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By DANA HYDE 


Lake Shore and Michigan Southern 

Although the Lake Shore & Michigan 
Southern has not had a separate corporate 
entity since 1914 and no longer reports 
separately, it continues to be one of the 
busiest and most profitable railroad prop- 
erties in the country. Not only is it an 
important part of the New York Central. 








FIVE ATTRACTIVE RAILROAD DEBENTURE 
BONDS. 


Rate Maturity Price Yield 
1931 


1928 
1929 


1931 


Bond 
Lake Shore & Mich., 


77% 6.95% 


7.45 
8.10 


8.75 
9.10 


79% 
74 


71 


Michigan Central.... 4 
Cleve., Cin., Chi. 
as 4% 
cago & St. 
4 


1931 65 








but it is wholly indispensable to the 
system. 
The Lake Shore, now owned in fee by 


New York Central, consists of 998 miles 


16 


ENTURE BONDS 


of proprietary lines and 22 miles of leased 
lines. Of the 520 miles of main line be- 
tween Buffalo and Chicago, all is double 
track, 367 miles has a third track and 280 
miles a fourth track. 

The property is covered first by a $50,- 
000,000 mortgage subject only to $400,000 
divisional bonds. Following this are two 
issues of 4% debentures, each for $50,- 
000,000, one maturing September 1, 1928, 
and the other May 1, 1931. 

At the time Lake Shore and New 
York Central & Hudson River were 
merged in 1914, both issues of debentures 
were equally secured by mortgage subject 
only to the $50,000,000 first mortgage. As 
a part of the same plan, the $25,144,000 
New York Central Lake Shore collateral 
3%s were secured upon the property of 
both parent and subsidiary roads subject 


to existing mortgages. Thus, both issues 
of debentures are prior to the Lake Shore 
collateral 3%s, New York Central con- 
solidation mortgage and the parent com- 
pany’s refunding and improvement mort- 
gage. 

In effect, therefore, the two issues of 
debentures are equally secured by a $100,- 
000,000 mortgage, being a second lien on 
961 miles, including the main line, and a 
third lien on 37 miles. 

Considering the fact that all the recent 
short term issues have been secured by 
collateral issued under open mortgages, 
it is doubtful whether any of them offer 
as great a degree of security as these de- 
bentures. 

The 4s of 1928 are selling around 7914, 
at which the yield to maturity is about 
745%, while the 4s of 1931 are selling 
around 77'4, at which the yield to ma- 
turity is about 6.95%. The lower yield 
reflects, of course, the advantage of the 
longer term bond in this period of high 
returns. 

Michigan Central 

The importance of 
Michigan Central has 
been greatly augmented 
in the past few years by 
the industrial develop- 
ment of Detroit and other 
manufacturing centers in 
Southern Michigan, and 
the property ranked dur- 
ing Federal control 
among the three or four 
best earners in the United 
States. It has not done 
well since March 1, 

but the property serves a 
territory that has suffered 
most from the various 
strikes and, on account 
of the non-essential na- 
ture of the motor indus- 
try, from the preferential 
car allotment orders. 
Moreover, charges for maintenance of 
equipment in the past few months have 
been exceptionally heavy. 

Michigan Central occupies a different 
position from Lake Shore to the parent 
company,.in that it is still controlled 
through stock ownership. Of a total is- 
sue of $18,738,000 stock, $16,819,000 owned 
by New York Central is deposited to se- 
cure $19,336,000 3%% collateral trust 
bonds, or in the ratio of $115 a share for 
the stock. Except as to Michigan Cen- 
tral property, this issue is also secured 
under New York Central’s consolidation 
mortgage equally with the Lake Shore 
collateral 3%4s. 

Michigan Central owns 1,183 miles of 
road and controls or leases 436 miles be- 
sides the Detroit River Tunnel. There 
are $33,156,000 mortgage bonds outstand- 
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ing on the owned lines and $41,130,000 on 
the controlled and leased lines, including 
$18,000,000 Detroit River Tunnel bonds. 

Subject to these various mortgage 
bonds, but prior to the collateral trust 
3%s as far as Michigan Central is con- 
cerned, are $7,634,000 debenture 4s matur- 
ing April 1, 1929. Unlike the Lake Shore 
dehentures, these bonds have never been 
secured on any specific property by sup- 
plementary indenture, but they are an ob- 
ligation of the company prior to its stock, 
which New York Central has pledged at 
$115 a share. 

Until New York Central has acquired 
the minority stock of Michigan Central, 
it cannot cover the property with one of 
its own mortgages, and the terms of the 
indenture prevent Michigan Central from 
creating any further mortgage lien with- 
out equally securing the debentures. 

It is proposed to authorize a new 
Michigan Central refunding and improve- 
ment mortgage for $100,000,000. Not 
cnly will provision have to be made in this 
mortgage for the refunding of the deben- 
tures but they will have to be secured un- 
der the mortgage as soon as it is au- 
thorized. 

The bonds are 
which the yield to 
about 8.10%. 


around 74, at 
1929 is 


selling 
maturity in 


Big Four Debentures 


In relative value and earning power, 
especially in the last three or four years, 
there does not appear to be much to 
choose between Cleveland, Cincinnati, Chi- 
cago & St. Louis and Michigan Central. 
The territory of the former, like that of 
the latter, has undergone great industrial 
development in recent years. Both are 
highly profitable subsidiaries of New 
York Central. The control of the parent 
company has been carried farther in the 
case of Michigan Central than in the case 
of Big Four, but every consideration 
would naturally prompt New York Cen- 
tral to extend rather than lessen its own- 
ership in Big Four. 

Of the $9,998,500 non-cumulative 5% 
preferred stock, New York Central owns 
none. Of the $47,028,700 common, New 
York Central owns $30,207,700. As this 
stock cost the parent company $90 a share, 
is now paying no dividends and selling 
around 51, New York Central is not likely 
to let go of the investment. 

Big Four has outstanding $32,740,000 
general mortgage 4s and 5s, and $17,- 
260,000 prior liens, not including the di- 
visional bonds of the Cairo, Peoria, Michi- 
gan and St. Louis divisions. 

Following these mortgages were two 
issues of debentures—the French loan of 
1930, amounting to $9,650,000, issued at 
4%, and the debenture 4%s of 1931 of 
which $5,000,000 is outstanding. 

When the company created its refund- 
ing and improvement mortgage in 1919 
and issued thereunder $15,000,000 ten 
year 6s, both issues of debentures were 
equally secured with the new mortgage 
bonds. This mortgage is secured by a 
direct lien on 1,827 miles of road and is 
further secured by the company’s interest 
in 568 miles of leaseholds, etc. 

In effect, therefore, the debenture 44s 
are now a part of $30,900,000 mortgage 
bonds, subject to $50,000,000 general and 
prior lien bonds and to various divisional 
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issues. 
which the yield 
8.75%. 


They are selling around 71, at 
to maturity is about 


Nickel Plate Debentures 
Although New York, Chicago & St. 
Louis is no longer a part of the New 


* York Central Lines, it appears to have 


shared in the prosperity of that system in 
recent years. It has been represented that 
Nickel Plate, which earned in the three 
months ended May 31, 1920, at the annual 
rate of $11 a share on all three classes of 
its stock, was receiving overflow business 
that Lake Shore could not handle. While 
the road may not receive the same vol- 
ume of business after a recession in in- 
dustry has set in, the same is true of all 
roads. It is also true of this, as of other 
roads, that, given higher rates, it would 
do somewhat better for a small decline in 
traffic and the consequent relief from 
congestion. 

In connection with Nickel Plate’s earn- 
ings in May, it should be remembered that 
net operating income will be diminished 
by the application of the retroactive wage 
increases to that month. Similarly, the 
company will have to operate in June, 
July and August, for none of which it has 
reported, under the new wage schedule, 
but without the benefit of increased tariffs, 
which will not go into effect until Sep- 
tember 1. This is the penalty of having 
rejected the Government guaranty for the 
six months from March 1 to September 1, 
but, with the company showing at the rate 
of $11 a share on its stocks, even this set 
back should leave more than enough to 
cover charges in this period. 

Nickel Plate of 495 miles of 
road owned, which, together with several 
leases covering short mileage, form a con- 
tinuous line from Buffalo to Chicago and 
practically paralleling the Lake Shore 
The road is covered by a first mortgage, 
under which $18,230,000 4% bonds are out- 
standing, 

Following the first mortgage, is an is- 
sue of $10,000,000 4% bonds, maturing 
May 1, 1931, originally issued as deben- 
tures, but now secured equally cn _ the 
property with $4,135,000 second and im- 
provement mortgage 6s. The debentures, 
therefore, are in effect a part of an issue 
of $14,135,000 second mortgage bonds, sub- 
ject to $18,230,000 first mortgage bonds. 

The debenture 4s are selling around 65, 
at which the yield to maturity is about 
9.10%.—C. C. C. & St. Louis, vol. 25, 
p. 983; N. Y., Chi. & St. Louis, vol. 25, 
p. 902. 
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PONZI’S SYSTEM 


The story of Charles Ponzi, of Boston, 
the man who claims to have made mil- 
lions in a few weeks through his opera- 
tions in foreign exchange, is now too well 
known for repetition here. What people 
want to know now is whether Ponzi ac- 
tually did “clean up” on such a scale, and, 
if so, where he got his idea. 

The first question will be answered when 
the Government authorities are through 
auditing Mr. Ponzi’s books. 

In the effort to answer the second ques- 
tion, an enterprising reporter has dug up 
the following item, which appeared on the 
“Odd Lots” page of THe MAGAZINE oF 
Watt Srreet in the issue of May 15, 1920: 


“How to See Europe Free—On Paper” 

“Leave America with, say, about $400. 
Change it into 100 pounds, present ex- 
change, in London. Cross to France and 
exchange into silver coin (1 pound equals 
42 francs), and you have 4,200 French 
francs, 

“Smuggle these coins into Switzerland 
Here they attain twice the value they had 
in France, owing to the fact that the sil- 
ver French franc is normal in Switzer- 
land, but the paper French franc is worth 
but half its face value in exchange. 
Change the silver francs into Italian 
paper lire, then pass on into Italy and 
cash into Italian silver. 

“You now have 21,090 Italian silver lire. 
Take these back into Switzerland and 
you have 21,000 Swiss francs. Now pur- 
chase French paper money and you will 
receive for it 42,000 French francs. Re- 
turn to France, there buy English notes 
and proceed to London with 1,000 pounds 
instead of 100 pounds you set out with. 

“Change these into American money at 
present exchange and you have about 
$3,500 instead of about $400 you possessed 
at the beginning of the journey. This 
profit of $3,100 should be enough to pay 
your expenses for the trip. 

“Of course, you have to do a bit of 
smuggling, but that should add to the 
novelty and interest of the trip.” 

Owing to the wide publicity since given 
to the above item, we are impelled to note 
that it was printed as a joke and nothing 
more. Of course, it would be impossible 
to obtain the silver coin specified in our 
“system”; the traveling from 
country to country abroad would also 
probably be unfeasible. 


extensive 


It is a source of satisfaction to us to 
realize that our MaGazine is so carefully 
read; but we shall simply have to fire our 
Odd Lots editor if people persist in taking 
our joke page seriously. 


THE “GOLD COVER” 


What the financial world terms a 
“Gold Cover,” is the amount of actual 
gold a government has on hand to meet 
its gold obligations. The minimum of this 
cover is one-fifth of the outstanding gold 
commitments. 

Any government having a Gold Cover 
of this proportion is considered to be on 
a sound gold basis. Any government that 
issues paper in excess of its Gold Cover, 
finds its currency on a decline in value. 
It becomes at once an inflated currency 
and its buying power diminished. 

That is why such jealous care is taken 
of gold reserves. Of course all countries 
have gold obligations far in excess of the 
actual holdings of gold. But as long as 
one-fifth of the total issue is backed up 
by gold actually in the vaults, the basis 
is considered sound. 

Of course, if everyone holding a gold 
obligation demanded its payment at the 
same time, the demand could not be hon- 
ored. But fortunately, this does not oc- 
cur. All people are not seized with the 
same desire at one and the same time, 
and the economic experts, basing their 
judgment on hundreds of years’ prece- 
dent, have found a one-fifth Gold Cover 
proper for safety and solidity. 
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Southern Railway Company 





Facts Behind the Market Activity in Southern Railway 


The Company Has Grown Almost to the Proportions of a Regional Consolidation in the South 


WO events have combined recently to 


excite interest in Southern Railway. 


One was the rejection by the manage- 
ment of the Government guaranty for the 
six months from March 1 to September 1, 
and the decision to abide by the result of 
operations. The other was the formation 
of a strong pool to impart activity to and 
advance the price of the common stock. 
Neither of these events is sufficient to im- 
part intrinsic value to a security, but both 
are worthy of examination. 

While it is possible even for a railroad 
management to be in error, the rejection 
of the Government guaranty, under pres- 
ent conditions at least, reflects on the part 
of the management an exceptional belief 
in the possibilities of the property. Such 
action means more than mere words. For 
the purposes of an interview, a railway 
executive might permit himself to be car- 
ried away by enthusiasm, but with mil- 
lions of dollars at stake he would bring 
to the decision a cold calculation that he 
might omit on less decisive occasions. If 
the operating results of the roads as a 
whole under the existing relations between 
costs and tariffs be taken into considera- 
tion, it must be admitted that‘a company 
capable of earning even its fixed charges 
is in an unusually advantageous position. 

The second event—the boiling market 
for the common stock—is of less endur- 
ing importance. If one excludes South- 
ern Pacific, of whose intrinsic value there 
is no doubt, the three leaders in the rail 
market of 1919 were Texas & Pacific, 
Denver & Rio Grande, preferred, and 
Wheeling & Lake Erie, common. In other 
words, during the rail market of 1919, 
intrinsic values seemed to vary inversely 
with exchange activity. But this circum- 
stance proves nothing in the case of 
Southern Railway, any more than it did 
in the case of Southern Pacific. 

Southern Railway System comprises a 
large mileage operated separately from the 
company’s mileage. The various subsidi- 
aries are controlled through stock owner- 
ship and most of them are profitable, so 
that the parent company’s other income, 
derived from dividends, is comparatively 
large in proportion to its own operating 
net income. This makes it desirable to 
consider the system, which is almost a 
regional consolidation in Southern classi- 
fication territory, as a whole. 


Southern Railway System 


Southern Railway Company proper op- 
erates about 7,000 miles of road, either 
owned, controlled or leased. There are 
also about 700 miles of short lines owned 
but operated separately. In addition, 
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—What Its Prospects Are 
By G. H. STEVENS 


there are five chief subsidiaries controlled 
through stock ownership, but operated 
separately. These are Alabama Great 
Southern, 312 miles; Cincinnati, New Or- 
leans & Texas Pacific, 337 miles; Mobile 
& Ohio, 1,166 miles; Georgia Southern & 
Florida, 402 miles; and New Orleans & 
Northeastern, 204 miles. 

Southern Railway and Louisville & 
Nashville jointly own control of Chicago, 
Indianapolis & Louisville, known as “The 
Monon.” The stock is pledged to secure 
4% bonds, guaranteed jointly by the own- 
ing companies. 

Southern Railway proper has an invest- 
ment in road and equipment of about 








TABLE I.—VALUATIONS OF SOUTHERN 
RAILWAY SUBSIDIARIES. 





Reproduction 
Road Cost and Land Book Value 
Chic., Indianapolis & 

RS Sraceicnctnaiek $29,905,055 $37,225,990 
Geo. Southern & 

“PRTr Te 11,529,113 12,273,374 
Mobile & Ohio...... 50,935,758 45,897,658 
Southern of Miss.... 5,446,5 610,656 

DEE. censecubad $97,816,495 $96,007,678 


TABLE Il._SOUTHERN RAILWAY OPERATING 
NET COMPARED WITH RENTAL. 


Three Months’ Three Months’ 
R 





Road et ental 
Alabama Great Southern. $623,728 $425,795 
Cin, N. O., & Texas 

SE Dasara ce thks 1,068,331 885,260 
Georgia Southern 

SER + wannabe’ runny 177,047 127,864 
New Orleans & WNorth- 

EE. cnncchaeeetade 213,430 301,248 
Southern Railway ...... 5,309,188 4,613,473 
Southern of Miss........ d 184,001 1,748 

eee $7,207,723 $6,355,388 
da. Deficit. 








$400,000,000, and in affiliated companies of 
about $75,000,000, or a total of about 
$475,000,000. Against this, it has a fund- 
ed debt of about $250,000,000, and stock 
liabilities of $180,000,000. Offsetting cur- 
rent items, this leaves a surplus of about 
$45,000,000, or a book value of approxi- 
mately $135 a share for the common stock. 

No figures are available to indicate how 
far the investment of Southern Railway 
proper will be sustained by the official 
valuation, but the preliminary engineering 
and land reports for several of the sub- 
sidiaries have been ‘announced and these 
more than sustain the investment in af- 
filiated companies, this investment, of 
course, being based on the book accounts 
of those companies. 

By referring to Table I, it will be seen 
that the aggregate reproduction costs of 
four subsidiaries as of June 30, 1914, were 
$97,816,495, compared with a book value 





on the same date of $96,007,678. The real 
showing for Southern Railway is some- 
what better than indicated, because it owns 
practically all the stocks of Georgia South- 
ern & Florida, Mobile & Ohio and South- 
ern of Mississippi, showing little deficiency 
or large excess, while its interest in 
Monon, which shows a considerable de- 
ficiency from book value, is less than 50%. 
If the valuation figures for the rest of 
the system make as good an exhibit, the 
book values will be more than sustained. 


Probable Earning Power 


Southern Railway System represents so 
large a part of the total mileage in its 
region that its earnings may be expected 
to approximate in ratio the earnings of all 
roads in the region, and the Commerce 
Commission is now under a statutory 
mandate to establish rates that will pro- 
vide a net operating income of 514%, with 
an additional discretionary %%, for the 
next two years. 

On a given rate level, Atlantic Coast 
Line and Louisville & Nashville can be 
expected to earn on their respective prop- 
erty accounts a greater rate than South- 
ern Railway. On the other hand, Sea- 
board Air Line, Atlanta, Birmingham & 
Atlantic and several other shorter lines 
linois Central and Mobile & Ohio, the 
will certainly earn less. As between II- 
former will have the advantage, South- 
ern Railway, however, can be expected to 
make an average showing in its region, 
and it is the average that the Commission 
is required to consider in fixing rates. 

Southern Railway and most of its sub- 
sidiaries, as will be seen from Table II, 
profited by the rejection of the Govern- 
ment guaranty, but too much dependence 
should not be placed on these figures. As 
far as the results for March and April 
are concerned, they are final, but the wage 
award, estimated at 21%, is retroactive to 
May-1, so that there will be considerable 
slack to take up in the last month of the 
quarter covered by the table. 

Southern Railway’s payroll runs about 
$5,000,000 a month. The apparent in- 
crease of 21% will hardly average that 
much applied to an entire payroll, for 
various reasons, including increased ef- 
ficiency, but the item:in May, June, July 
and August will be large enough to wipe 
out any balance that the company would 
otherwise have shown over and above its 
rental. In this connection, it should be 
pointed out that Nickel Plate, Pere Mar- 
quette, Cotton Belt and Western Pacific 
will be similarly affected, if-in different 
degrees. 

Four months are a brief period in the 
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life of an investment, however often a 
speculative position may change in this 
time. Hence, it is safe to ignore operat- 
ing results for this short period if one 
contemplates buying a Southern Railway 
bond or its preferred stock, however dis- 
astrous they might prove to one who had 
bought the common stock at the top for 
a quick turn. 


Relative Position of Securities 


The most active of Southern Railway's 
securities are the first consolidated 5s of 
1994, the development and general 4s of 
1956, the 5% non-cumulative preferred 
stock and the common stock, which has 
never paid dividends. 

Of the consolidated 5s, $120,000,000 is 
authorized, $72,809,000 is outstanding, 
$41,491,000 is reserved to retire prior liens, 
and $5,700,000 is reserved to acquire stocks 





Crucible Steel Co. of America 





of subsidiaries. The bonds are secured 
by a first lien on 1,528-miles of road, and 
on the retirement of prior liens will be 
secured by a first lien on 3,441 miles. In 
addition, they are secured by collateral lien 
on 664 miles and by pledge of leasehold 
interests on 488 miles. The bonds deserve 
to rank high as an investment, and at 80 
yield about 6.25%. 

The development and general 4s, of 
which $61,333,000 is outstanding, are sub- 
ject to the consolidated 5s as to the prop- 
erty covered by the latter. They are se- 
cured on additional property, but on none 
by first lien. The mortgage is direct on 
3,880 miles, collateral on 1,175 miles, and 
is additionally secured by pledge of lease- 
hold interests on 1,813 miles. Of this is- 
sue, $43,500,000 is pledged to secure $25,- 
000,000 6% notes, due March 1, 1922, and 
this, of course, is not an element of 








strength. At 58 the bonds yield about 
7.35%. 

At the rate earnings have been run- 
ning, together with the prospects under 
higher tariffs, the preferred stock seems 
fairly well established on a permanent 
5% basis. It has recently had a small 
advance in sympathy with the common, 
and at 58 returns 8.6%. It will probably 
move with any general decline, and it 
should be possible to pick it up three or 
four points lower before the close of the 
year. 

The $120,000,000 common, following 
$60,000,000 preferred, is doubtless a long 
way from dividends, but its activity makes 
it attractive to speculators. Its recent 
swings have been between 20 and 30. At 
present it is selling around 27, and, as 
with all such issues, it is not desirable to 
buy in so close to the top.—vol. 25, p. 705. 


An Independent Strong Enough to Weather 


Severe Competition 


In the Past Four Years Working Capital of Crucible Steel Has Shown an Increase of Almost 
320%-—Enormous Expansion and Numerous Improvements Have Enabled This Company 
to Be Classed Among the Low-Cost Producers 


E steel business in this country has 
suffered severely from the recent 
transportation tie-up, which caused 
delays both in securing supplies of raw 
materials and in delivery of the finished 
product. Improvement is looked for now 
that the new wage awards seem to be 
satisfactory but the work of straightening 
out the railroad tangle will be slow since 


the accumulation of freight is much 
greater than is commonly supposed. 
Due to money stringency industrial 


building is at a low ebb and the outlook 
for the fabricating industry at present is 
rather unfavorable. However, there is an 
enormous latent demand which should be 
very much in evidence if suitable prices 
and more stable labor conditions appear. 
The cancellations reported by the British 
shipbuilding trade will undoubtedly have 
an adverse effect on American shipbuild- 
ing with a consequent slowing up of ship- 
building shapes and plates. The special 
high grade tool and alloy steels have held 
up well and should continue to do so for 
some time. As to the labor situation one 
of the largest railroads of the country has 
begun to lay off its surplus labor. 

Production has also been reduced in 
many lines where a surplus had been 
created and this should release men for 
employment ir the industries where they 
are now needed. With these readjust- 
ments relief from the labor shortage will 
gradually appear. While no great reduc- 
tion of wages is likely to occur, nor is it 
necessarily desired, when the efficiency of 
the workman increases—as has always 
been the case when inefficient help was 
weeded out—the cost of production in all 
lines should be materially lowered. 
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By J. L. CHEATHAM 


Hence with judicious distribution of 
credit, the approaching relief from the 
transportation tie-up and the loosening up 
of “frozen credits” together with im- 
provement in labor conditions and the re- 
sulting increase in efficiency, there is no 
reason why American business should not 
prosper for several years to come. 


Export Trade Outlook 

Our export trade is controlled by the 
conditions abroad.- In Great Britain the 
steel market is somewhat irregular, and 
while the demand is keen in some lines 
such as mild steel products, in others it is 
very dull. Authorities on the other side 
believe that prices there have touched the' 
highest levels and that some recessions 
may be expected. However, since the cost 
of production is hardly likely to decrease 








CRUCIBLE STEEL. 


Year Dividends Dividends 


Ended Earned on Paidon Earnedon Paid on 
Aug. 31 Preferred Preferred Common Common 
1915 12.30% nil 5.39% nil 
1916 52.97% 8%% 45.97% nil 
1917 38.22% 30% % 31.22% nil 
1918 36.54% 7% 29.54% nil 
1919 45.80% 7% 38.80% 1%% 


Note.—Above figures are found after correcting 
for the final tax adjustments, 








there to any large extent, wide recessions 
in prices should not be looked for. 

One of the features overhanging the 
British steel market is the large amount 
of steel held by their Government not 
only at home but also accumulated in 
France during the departure of the 
British army. Great quantities of this 
material could be placed on the market 
and some will soon be unloaded if advices 


are reliable. Good buying not only for 
their domestic but also for their foreign 
account is reported in crucible and special 
steels with heavy demand for tools, etc. 

While primarily the market for their 
products influences the earnings of the 
companies at large, nevertheless, the 
earnings of each individual concern are 
dependent upon its plant efficiency and ca- 
pacity, the control of raw supplies to- 
gether with its financial condition and the 
ability and foresight of its management 
In other words, the more able a company 
is to stand competition the safer the in- 
vestment and the more certain the divi- 
dends. 

One such company which has made 
rapid strides in the last few years toward 
lowering the cost of production and 
toward increasing plant efficiency is the 
Crucible Steel Company of America. 


Crucible’s Business 


The Crucible Steel Company of America 
was incorporated some twenty years ago 
for the purpose of manufacturing and 
marketing crucible and open hearth steel 
and iron. During the ensuing years the 
management has at all times striven to 
improve its position both as to plant 
equipment and efficiency and for securing 
control of its raw supplies. The purchase 
from time to time of coal properties has 
now enabled the company to supply itself 
with practically all its own needs. This 
coal is delivered to its large western 
Pennsylvania plants by water direct from 
its own mines and hence rail tie-ups 
should not embarrass the company in re- 
gard to its fuel supplies. Moreover its 
recent improvements and acquisitions 
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have made the company practically self- 
contained in its pig iron requirements for 
steel plant operations. During the war 
the company took up the manufacture of 
new lines previously supplied from the 
continent and was extremely successful. 
Large sums have recently been expended 
in improving the various plants. The old 
plants were remodeled and new labor sav- 
ing devices installed. In some instances 
one-half the cost of installation was saved 
in a single year. To see the present prop- 
erties and to compare them with the pre- 
war plants one would scarcely recognize 
them as belonging to the same company. 
New structures of brick and steel have in 
many cases superseded corrugated iron 
buildings ; among other improvements, the 
addition of the new 600-ton blast furnace 
and a Koppers by-product coke plant of 
100 ovens, together with several new and 
modern open hearth and electric furnaces 
has enabled the company to double its 
capacity and reduce its cost of production 
to such an extent that it is now rated as 
one of the low-cost producers in its line. 


Policy as to Capitalization 


The Crucible company has made it a 
policy to keep itself as free as possible from 
funded debt, and practically all its ex- 
tensive additions and improvements have 
been met out of earnings. At present 
Crucible Steel has no direct funded debt 
but there are outstanding guaranteed bonds 
of its subsidiary companies amounting to 
$6,250,000. The total authorized stock of 
both classes consists of $25,000,000 7% 
cumulative preferred and $75,000,000 com- 
mon stock, of which $25,000,000 preferred 


and $43,750,000 of the common stock is 


outstanding. This amount of common 
stock outstanding includes the stock divi- 
dend of 50% ($12,500,000) paid April 30, 
1920, and another stock dividend of 
162/3% ($6,250,000) payable July 31, 
1920. 

The final payment of the back dividends 
on the preferred was made in 1917 fiscal 
year when an extra of 234% was paid, 
thus giving ‘the preferred the average of 
7% per annum since its incorporation. A 
dividend of 14% was paid in the 1919 
fiscal year on the common and was later 
increased to 12% per annum on the old 
common stock. 

With the payment of the 50% stock 
dividend the cash dividend was automati- 
cally reduced to 8% annually and this rate 
the company is still maintaining on its 
junior shares. In view of the fact that 
no cash payments were made until re- 
cently upon the junior issue the directors 
felt it only fair to declare stock dividends, 
thus distributing the surplus to the holders 
to whom it belonged. By such stock divi- 
dends instead of extra cash disbursements 
the financial structure of the Compay will 
not be impaired. 


Earning Capacity Greatly Increased 


Due to the fact that the fiscal year of 
this company ends August 31, the ill 
effects of the recent railroad strike should 
not make very great inroads on the earn- 
ings for the present year, since the begin- 
ning of the period found the plants of the 
company operating practically at capacity. 
Not only has the demand for its output 
been in excess of production but its for- 
eign business has also held up well. In 
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fact one of the officials of the company 
stated that the earnings for the first nine 
months fully warranted the payment of 
8% upon the entire amount of common 
capital stock including that created by 
the recent stock dividend. Indeed con- 
sidering the conservative methods of the 
directors it would not be a surprise to 
see the earnings for the current year end- 
ing August 31, compare favorably even 
with the large earnings of the past four 
years. 

To rate the earning capacity of Crucible 
Steel upon the basis of pre-war earnings 
would be decidedly unfair. The great 
strides in plant efficiency and modernizing 
of equipment have placed this Company 
in an enviable position. The improve- 
ments already completed have enabled it 
to greatly increase its earning capacity 
and the new installations which are now 
nearly finished should still further im- 
prove its earning power. When these ad- 
ditional units are placed in operation they 
should be an important factor in enabling 
the company to maintain an excellent divi- 
dend rate. 

During the past five years ending Au- 
gust 31, 1919, this company has earned a 
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total of $46,455,837 after allowing for the 
revised tax payments. Out of this amount 
$13,187,500 was paid to preferred stock- 
holders, clearing up all back dividends, 
and only $375,000 was paid to common 
stockholders; leaving a balance of $32,- 
893,337 which the company used to in- 
crease its working capital and for the im- 
provement and extension of its properties. 

On August 31, 1915, working capital, 
excluding investments, amounted to $7,- 
654,516. During the next four years, in 
addition to its extensive plant improve- 
ments and ‘extensions, Crucible Steel had 
increased its working capital to $32,030,- 
779, or an increase of almost 320%. In 
other words, the working capital is prac- 
tically sufficient to pay off the outstanding 
bonds of the subsidiary companies and 
to retire the entire issue of preferred 
stock. In these figures due correction 
has been given to the adjustments in the 
income tax payments. The tax situation, 
which was quite an involved one, has been 


satisfactorily settled. Indeed the com- 
pany had.set up a sufficient reserve to 
take care of these back taxes which were 
assessed against it. In times such as the 
present, when the high cost of doing busi- 
ness is being felt throughout the entire 
country, a concern which has a working 
capital the size of Crucible’s is indeed in 
an excellent position and this company 
should profit largely by its exceptional 
financial condition. 

When due consideration is given to 
the increased capacity and efficiency, the 
control of its raw supplies and to the 
great increase in working capital, this 
company should show such excellent 
profits that the maintenance of a high 
cash dividend should be easily obtainable. 


Conclusion 


The financial condition of the company, 
the earning capacity and the commercial 
prospects are fundamentally the basis for 
arriving at the value of the stock of any 
concern. However, the market position, 
the underlying business conditions and 
numerous other factors of market im- 
portance are also to be considered. 

With the prospect of a good annual 
report for the fiscal year ending August 
31 next, it is not at all unlikely that the 
common stock may be run-up to discount 
this fact. However, from an investment 
standpoint an 8% stock selling at 150 
yields less than 6% and with the high 
price of money at the present time is not 
an attractive return. While further 
stock dividends may be declared this is 
not at all certain. In addition there is in 
all likelihood some loose stock already 
created by the recent, and also to be fur- 
ther created by the forthcoming stock 
dividend. At 150 we have an equivalent 
of 225 for the old common before the 
50% stock dividend. This price compares 
with the recent high of 278% and to carry 
the common to a new high would prob- 
ably require the absorption of quite an 
amount of stock. Nevertheless when this 
stock has been properly assimilated and 
when the general money conditions be- 
come somewhat easier the common stock 
of Crucible Steel Company should prove 
an attractive investment. 

It appears that the company has not 
only passed through its most trying 
period, but due to its huge success during 
recent years has placed itself on a solid 
financial footing. This fact together 
with its excellent physical condition 
should enable the management to main- 
tain earnings at such a rate that the cash 
dividends on the common stock will be 
assured. The diversification of its prod- 
ucts, which has been made possible by 
the recent plant expansion, should enable 
the company to show a steadiness in its 
earnings which has heretofore been lack- 
ing. 

Some very prominent authorities in the 
steel trade see great prosperity for this 
company for several years and if this 
condition comes about, Crucible Steel, due 
to its large working capital, its excellent 
facilities for doing business and its strong 
connections, should be in a position not 
only to obtain a large share of the busi- 
ness forthcoming but should also be able 
to show exceptionally large profits on its 
turnover.—vol. 25, p. 124. 
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Studebaker Corporation 





Big Motor Manufacturer Well Fortified Against Trade 


Reaction 


Large Working Capital, Strong Agencies and Modern Plants Are the Company’s Chief 
Bulwarks—Preparing for Quantity Production of Light Six 


HE Studebaker Corporation can be 
T regarded as one of the most pro- 

gressive companies in the automobile 
field. It has kept pace with the giant 
strides which the industry has made in 
the past decade, and no expense has been 
spared to make the Studebaker product 
compare favorably with anything in the 
market selling at the same price. This 
policy of constant improvement has, of 
course, been expensive, but the result is 
highly satisfactory as attested by the pop- 
ularity of the Studebaker car. 

It is quite true that the company has 
had everything in its favor in the past two 
years. It is well known that practically 
all the automobile companies in the coun- 
try have been able to sell every machine 
that could be turned out. The real test is 
still to come. How will Studebaker stand 
up when the automobile industry has 
reached a state of over-production, which 
is bound to occur sooner or later? When 
that time comes the public will show more 
discrimination in regard to the cars it buys 
and those manufacturers who have been 
content to sit back and take their profits, 
using the motto, “Any car is a good car 
if you can sell it,” will fall by the way- 
side. There is every reason to believe that 
when the test comes the Studebaker com- 
pany will stand up under it as well as any 
other automobile concern in the country. 


Strong Agencies 

In the first place, the company has the 
very strongest sort of agencies established 
in all the principal cities of the United 
States. This is an important point, for 
as soon as clouds appear on the horizon 
a weak agency is very likely to so curtail 
expenses that its ability to sell cars is re- 
duced to a minimum, whereas a strong 
agency will redouble its efforts in order 
to keep its business from falling off. 

In the second place, the company is in 
excellent shape to meet any competition 
that may come in the way of price cutting. 
A new fifteen-million-dollar factory has 
just been completed at South Bend, Ind., 
that is the last word in efficiency. The 
Studebaker light six will be manufactured 


By FREDERICK LEWIS 


here exclusively, and it is estimated that 
when the plant gets into its full stride it 
will be able to turn out 100,000 cars a 
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EBAKER 
AUTOMOBILE SALES. 


*Estimated. 


TABLE II.—STUDEBAKER CORPORATION 
PRICE RANGE OF STOCKS. 
Preferred 


*Up to August 1. 
tSold ex-stock dividend of 334%,% on May 5, 














‘4 ‘15 ‘6 ‘17 ‘18 * 


TUDEBAKER. CORP 


o~ 
w 





Net Sales 


‘Millions of Dollars. 
w wr o~ 
Oo wr Oo 


=~ 
wa 


talization 


40 














year. When this quantity production is 
reached it will materially reduce the cost 
per car to the company and should enable 


the company to shade its price considera- 
bly and still maintain a fair margin of 
profit. 

This does not mean, of course, that a 
falling off of activity in the automobile 
trade will not have its due effect on the 
earnings of the Studebaker company, but 
it does mean that the company should be 
able to acquit itself well under trying con- 
ditions. 

Current Earnings 

For the first quarter of 1920 the com- 
pany earned $4,472,092 net profits, after 
deducting $800,000 for Federal taxes. 
This is equal to about 7% on the $60,- 
000,000 common stock now outstanding, 
which is at the rate of 28% per annum. 
Earnings for the second quarter had not 
been made public up to the time of going 
to press, but semi-official estimates are to 
the effect that they will show about $5 
per share on the common stock of the 
company. 

For the year ended December 31, 1919, 
net profits were equal to 19% on the $45,- 
000,000 common stock then outstanding. 
For the year ended’ December 31, 1918, net 
profits were equal to 10.39% on $30,000,- 
000 common stock then outstanding. The 
accompanying graph shows how the profits 
of the company have grown in the past 
ten years. It will be noted that the divi- 
dend payments have been conservative, 
leaving many millions of dollars to be put 
back into the property. In the nine years 
ended December 31, 1919, over $27,000,000 
has been added to surplus from earnings. 
This is equal to over $45 a share on the 
entire 600,000 shares now outstanding. 

Assets Behind Common 

The Studebaker Corporation carries its 
trade-name, good-will, patent rights, etc., 
on its balance sheet at $19,807,277. In ar- 
riving at the equities behind the common 
stock, in tangible assets, this item should 
be excluded, although the name the Stude- 
baker company has built up through liberal 
advertising and fair business methods is 
certainly a valuable asset. After deducting 
the $19,807,277 of intangible assets, there 
were as of December 31, 1919, tangible 





THE NEW FIFTEEN MILLION DOLLAR STUDEBAKER PLANT 
In this modern factory just completed at South Bend, Ind. the Light-Six will be manufactured exclusively—the plant being capable 
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of turning out 100,000 cars a year. 
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assets applicable to the $60,000,000 com- 
mon stock of approximately $50,000,000, 
equal to $83 a share. 

With an expansion in net sales from 
$28,000,000 in 1911 to $66,000,000 in 1919, 
it was to be expected that Studebaker 
should have found it necessary to finance 
the big increase in its business, especially 
when the increased cost of materials, 
necessitating a larger working capital, is 
considered. The company, however, was 
able to hold off on new financing until 
early in 1919, when it sold $15,000,000 
7% notes. On November 24, 1919, the 
stockholders ratified an increase in the 
common stock to an authorized amount 
of $75,000,000, of which $15,000,000 was 
offered for subscription at $105 a share, 
to common stockholders, at the rate of 
one new share for each two shares held. 
The proceeds of this stock sale were used 
to retire the $15,000,000 7% notes. The 
notes, accordingly, were retired on Janu- 
ary 1, 1920. 

On May 5, 1920, the company paid a 
common stock dividend of 334%, thus 
increasing the amount of common stock 
outstanding to $60,000,000. The common 
stock is now paying dividends at the rate 
of 7% a year. Dividends were 


for the entire year 1920 in the first three 
months, it would appear that this return 
on the investment is unusually large for 
a stock with earnings showing so big a 
margin over dividend requirements. The 
explanation for this lies in the belief held 














A FAMOUS STUDEBAKER PRODUCT 

Made for the President of the U. S., this 

vehicle was Abraham Lincoln’s carriage 
of state 


by many well-infornied investors that the 
automobile industry has reached the peak 
of its activity for the time being at least, 
and that it is rapidly approaching the 
stage of over-production. It is felt that 


strong financial condition and, because of 
its efficient plants and organization, able 
to compete with the best companies in the 
country, but the automobile industry is 
beginning to look a little top heavy to 
keen observers of trade conditions, and . 
this may well mean that Studebaker will 
have to go through a lean period. Under 
these circumstances the common stock, 
although selling well under its asset value, 
should be regarded as decidedly specula- 
tive. Whether or not the company could 
maintain the 7% dividend rate under ad- 
verse trade conditions is uncertain, to say 
the least. It takes $4,200,000 to pay 7% 
on the $60,000,000 common stéck now out- 
standing, and it is well to note that both 
in 1917 and 1918 net profits were consid- 
erably under this figure. 

There is $10,260,000 7% preferred stock 
outstanding. At present prices of around 
92, the yield to the investor is 7.6%. As 
the company has no bonds or other debts, 
except current accounts payable, this stock 
is in a strong investment position. Work- 
ing capital of the company alone is over 
three times the par value of the preferred 
stock. It can be regarded as a conserva- 
tive investment issue—vol. 25, p. 945. 


RECORD FISCAL YEAR 





first started on the common in 
1915, when 6% was paid. In ' 
1916, 10% was paid; in 1917, 
7% in 1918, 4%, and in 1919, 
7%. 8 

Working Capital 

As of December 31, 
working capital of the 
pany was $33,911,452. This 
compares with a working capi- 
tal as of December 31, 1913, of 
$17,863,664, an increase of 
nearly 100% in six years. 

In the first quarter of 1920 
the company sold 14,000 cars. 
With the South Bend plant 
turning out cars in the second 
half of this year, it is reason- 
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com- 
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Millions of Dollars 
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CORP 


D Net Income* 
@ Dividends Paid 


> for Year. 


1912 1915 194 1915 1917 1918 


* After deducting all taxes including excess profit tax 
All years ended Dec. 3i. 


TRADE TOTALS 


The total value of all export 
shipments from the United 
States during the fiscal year 
ended June 30, 1920, was $,- 
111,000,000, being the greatest 
value in the history of the 
country’s foreign trade. This 
is an increase of $879,000,000 
over the exports of $7,232,000,- 
000 during the fiscal year 1919, 
according to official figures is- 
sued today by the Bureau of 
Foreign and Domestic Com- 
merce. 

The imports of $5,239,000,000 
in the fiscal year ended with 
June exceeded by $2,143,000,000 
the imports of $3,096,000,000 in 


1919 








able to expect that the com- 
pany will sell for the full year 
at least 60,000 cars. This compares with 
sales of 38,380 cars in 1919 (see accom- 
panying table). If plans of the manage- 
ment are realized and trade conditions 
warrant it, production for 1921 should 
cross the 100,000 mark. 

While the automobile is “by far the 
larger part of Studebaker’s business, the 
company also manufactures wagons, har- 
ness, and accessories on a large scale. As 
an indication of how this end of the com- 
pany’s business is growing, the following 
official statement is of interest: “Orders 
received in the vehicle department for the 
first two months (of 1920) are for 10,183 
wagons, against 1,480 last year.” 

_ The Studebaker Corporation was incor- 
porated on February 14, 1911, under the 
laws of New Jersey, with a perpetual 
charter, for the purpose of acquiring the 
Studebaker Bros. Manufacturing Com- 
pany, which was formed in 1868, and 
the Everett-Metzger-Flanders Company, 
formed in 1908. 

Position of Stocks 

At present prices of around 65, the com- 
mon stock of the Studebaker Corporation 
yields nearly 10.8% on the investment. 
When the fact is considered that the com- 
pany earned the dividend on the common 
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the increase in the cost of gasoline and 
the possibility that it may go still higher 
will have an important effect in lessening 
the demand for automobiles. Most of 
the large automobile companies in the 
country have greatly increased production 
and are planning further increases. All 
these factors tend to bring the saturation 














THE STUDEBAKER LIGHT-SIX 
With its efficient motor and general me- 
chanical excellence, popular demand is 
likely to push factory production consid- 

erably higher in the future 


point nearer, although no one can tell, of 
course, exactly when it will come. 
The Studebaker Corporation is in a 


the fiscal year 1919, 

Imports in June totaled $553,000,000, an 
increase of $122,000,000 over the May fig- 
ures of $431,000,000 and $260,000,000 more 
than the imports of $293,000,000 in June 
of last year. One-half of the June im- 
ports consists of dutiable articles, the 
highest proportion of dutiable imports in 
any month since July, 1911. Preliminary 
advices indicate that this is due to un- 
usually large imports of sugar. 

June exports amounted to $631,000,000, 
a decrease of $115,000,000 from May ex- 
ports of $746,000,000 and $297,000,000 less 
than the exports of $928,000,000 in June 
of last year. 

Gold imports amounted to $151,000,000 
and gold exports to $467,000,000 in the 
fiscal year 1920,. while silver imports 
totaled $103,000,000 in value, against silver 
exports of $179,000,000. 


MOTOR CARS IN GREAT BRITAIN 


The Director General, Roads Departs 
ment, Ministry of Transport, recently an- 
nounced that 40,000 motor vehicles from 
the Western front had been absorbed by 
English industry and that there were now 
750,0000 mechanically-propelled vehicles 
on the roads of Great Britain. 
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General Motors 





Recent Developments in Motordom’s Leader 


Significance of Entrance of Morgan Interests— Production Schedules Maintained and New Car 


HE recent announcement that J. P. 

Morgan & Co. had taken a big block 

of General Motors common, and that 
representatives of the big bankers and of 
affiliated interests would shortly be elected 
to the board of directors, has aroused a 
good deal of comment which is perfectly 
obvious and perfectly true. For. one 
thing, it indicates that at least one shrewd 
group of bankers have great confidence 
in the future: of the company, at the very 
time when the boom seems to be about 
over for the time being in the other mo- 
tor companies. It is being intimated that 
to confer a more staple character on the 
company’s production, more of it will be 
turned to tractors, motor trucks, and the 
like, and proportionately less to passenger 
cars. 


Policy of New Interests 


The new financial interests, from the 
best information at hand, appear to favor 
a policy of conservative expansion, in- 
volving very probably more new financing 
in the not far distant future. Efforts to 
increase the passenger car business done 
will be extended more especially to for- 
eign countries, particularly Europe and 
South America. In other words, after 
having made considerable profits under 
its older policies, the company will try 
for more stability by balancing truck and 
tractor production as against passenger 
cars, and foreign business as against do- 
mestic. 

All this, of course, will tend to stabilize 
the company’s earnings. At a time like 
the present, the question that always 
comes up in this connection is, can they 
get out the production? General Motors 
is in a particularly favorable situation in 
this respect, as it has large reserve stocks 
of raw and semi-finished materials to 
draw upon, and so is less dependent upon 
day-to-day fluctuations in the number of 
freight cars available to the motor indus- 
try. Its production schedules are not only 
being maintained, but even increased from 
an estimated rate of 612,000 cars a year 
to 690,000, with prospects of reaching 
some 800,000 a year before two years 
are up. 


Developing New Make 


The company is developing a new car 
called the “Sheridan,” made at Muncie, 
Indiana. This car is made in both four 
and eight-cylinder models, and aims to 
fill the demand for a medium-weight, 
medium-priced car. The company is sink- 
ing some four to five million dollars in 
the enterprise, and initial production plans 
call for 3,000 cars the first year. 

Foreign capital has also become inter- 
ested in the company through the pur- 
chase of some $36,000,000 worth of Gen- 
eral Motors stock by the Explosives 
Trades, Ltd., an English concern, and the 
Canadian Explosives Trades, Ltd., fol- 
lowing the example of the du Ponts, 
whose company, E. 1. duPont deNemours 
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Popularized 


& Co., is believed to control some 30% of 
General Motors common in addition to a 
large block of Chevrolet Motors common. 
More capital is being raised by the offer 
to General Motors stockholders of new 
stock to the extent of 20% of their hold- 
ings at $20 a share, well below what it 
was selling at when the offer was made, 
in the amount of $28,000,000. A total of 
$64,000,000 of new capital is thus being 
raised for business expansion, along the 
lines indicated above. 


Present Capitalization 


A typographical error in an article on 
the company in THe Macazine or WALL 


GENERAL MOTORS 


has expended on plane $147,012.03? Book value of plants December 
31. 1919 was gwen at $50,813.546, after the liberal charges for deprecia- 
bon Average annual earnings for the 1910-1919 period were $16.47 per 
share. Net sales on 1919 were $229,979.963. Unfilled orders at the close 
of the year amounted to $98.880,000 During the first three months of the 
current year orders were booked at (he rate of $375,000,000 4 year. - 
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Copyright Graphic Records Corp. 


Street for June 12, page 184, gave the 
amount of 7% debentures outstanding at 
some 10 times its actual figure, although 
the attached graph of capitalization gave 
the figures correctly. Other changes that 
have taken place since then make it worth 
while giving the capitalization figures as 
corrected: 7% debentures, $26,926,600; 
6% debentures, $56,441,100; preferred 
stock, $16,186,000, and common, after the 
completion of current financing, $228,- 
582,770, together with $73,000 of a bond 
issue. Dividend requirements coming 
ahead of the common amount to some 
$6,242,488, while the present dividend 
rate of $1 in cash and 1/10 of a share in 
stock per share of common will require 
some $22,858,277, a total of over $29,000,- 
000 in dividends. Compared with this, 


net earnings after taxes for the first four 
months of 1920 are estimated at some 
$20,000,000, or at the annual rate of $60,- 
000,000, more than twice the present divi- 
dend requirements. By the end of the 
year, too, the effects of the influx of $64,- 
000,000 of new capital should be apparent 
in earnings. 

Recent developments, therefore, seem 
to favor the company. As to whether it 
is worth its present price of about 22%, 
that depends largely on the situation of 
the market, as the stock is a speculative 
favorite. In our opinion, the stock has 
good intrinsic values, and is worth hold- 
ing for a long pull, but those who want 
to buy the stock to put away may be able 
to obtain it at perhaps lower prices by 
the exercise of patience—vol. 26, p. 174. 





WELLBORN WOULD LOAN ON MOTOR 
TRUCKS 

In a recent statement, M. B. Wellborn, 
governor of the Atlanta Federal Reserve 
Bank, said, in part: 

“I think that at this time when trans- 
portation facilities are so badly crippled 
we are doing a useful public service im 
continuing to grant credits for financing 
trucks and tractors. 

“At the present, the credit situation is 
pretty closely interwoven with transporta- 
tion, commerce being tied up due to lack 
of transportation of necessary goods. The 
false policy of the public.for years past in 
regard to the common carriers injured 
them to the extent that their credit has 
been greatly impaired and the public is 
now suffering as the result of their treat- 
ment of the railroads. 

“I feel that anything that can be done 
to encourage production and the sale of 
motor trucks will be of real value to the 
transportation problem; and in view of 
the shortage of farm labor and the neces- 
sity for increased production of foodstuffs. 
I think the entire country will benefit from 
the manufacture and sale of tractors.” 





THE GROWTH OF THE STEEL IN- 
DUSTRY 


When I first went into the manufacture 
of steel in 1880 this country produced less 
than one million tons of steel in the whole 
United States; England produced about 
five and Germany about one or two. 
Time went on and it increased by leaps 
and bounds until, let us say the year of 
1900, twenty years later, the United States 
produced twelve million tons of steel, 
England five and Germany five. Going on 
to the period before the war the United 
States produced forty million tons of 
steel, England five and Germany twelve. 
Now, today, we are producing half of all 
the steel that is made in the world, and 
in my opinion we are only up to the 
threshold and we will continue to pro- 
duce, go on and on as we have done in 
the past—Charles M. Schwab. 
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Securities We Would Not Recommend and Why 


Suggestions. from Members of Our Staff as to Issues They Would Prefer to Avoid Under 


NOTE—The brief comments included in this department represent frank personal opinions, 


Present Conditions 


are impartial but of 


which 
course not infallible. If any misstatements or exaggerations are noted by officials or others well informed as to the 
various companies mentioned, we shall be glad to have th:m brought to our attention so that further investigation 
may be made. The fact that a security is included in the department docs not necessarily reflect upon the standing 


of the company or its managers. 


or likely to be temporarily affected by unfavorable conditions. - 


Anchor Petroleum Company.—A com- 
pany with an authorized capital stock of 
$500,000, par value $1 per share, offering 
the 150,000 remaining shares at $2 per 
share, is now paying 2% a month in divi- 
dends, the income being derived from 
ownership of 7/16ths of a 500 barrel pro- 
ducing well in Block 97 of the Burkbur- 
nett Northwest extension, Texas. This is 
the present sole production of the com- 
pany and the fact that it is paying such a 
dividend is sufficient reason for me to cast 
the anchor to the leeward and let her drift. 

The company, of course, has prospects 
other than this. It has two wells “drilled 
to the sand” and two locations in this 
section. Then it has 32 acres near the 
Kemp-Munger Allen well. It states posi- 
tively that it contemplates no wildcat drill- 
ing. Its other holding is a 1,000 acre tract 
in Union County, New Mexico. There: is 
no production there, yet, but lots of drill- 
ing, by others. 

The company’s financial statement, or 
rather we had better call it the “expecta- 
tion sheet,” is a most wonderful piece of 
paper financing. It “listens” fine as they 
say, but a study of it takes all the joy out 
of life. 

We will take the “assets” first. Here 
is shown, “Cash on hand and in bank, 
$193,000.” (Upon completion of present 
financing), that is, there will be that 
much cash in the bank if the stock is 
sold. Leases 1,000 acres in New Mexico, 
$200,000 (in the promised land). In 
Wichita County, Texas, 32 acres, $96,000. 
Production, 225 barrels settled production, 
daily, $1,000 per barrel, $225,000. Equip- 
ment, $15,000. Grand total assets, $729,- 
000. Liabilities, none, save the $500,000 
capital. Surplus, excess of assets over 
liabilities, $229,000. That is the company’s 
view of ‘its condition. 

For my part I agree with them in their 
liability item and then part company. For 
their assets I allow them leases of 1,000 
acres of New Mexico land of doubtful 
value; 32 acres of Texas leases of some 
value and an actual 7/16th interest in a 
well that for some time has been producing 
500 barrels a day, which is going some 
even for Texas; two wells “drilled to the 
sand” and two locations. Put these 
against the $500,000 capital stock liability 
and it becomes difficult to locate the $2 
a share value of the stock. 


Associated Pharmacists, Inc.—I find 
a good many reasons for not favoring this 
stock. Most of them rise out of a “Con- 
solidated Condensed Statement of Net 
Worth” which has come to my desk and 
which I assume to be a balance sheet. 

First of all, the liabilities side of this 
“Statement of Net Worth” makes no 
mention of capital stock. Certainly, it is 
stretching things to disregard this rather 
important item. 
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Treasury stock, or “capital stock held 
in trust for members,” is set down as an 
asset and valued at $2,000,000. 

Good will, formulae, patents, etc., are 
carried at a value of more than $1,870,000. 
Assuming that the Associated Pharmacists 
have inherited exclusive rights to the nos- 
trums of Aesculapius, the figure may be 
justifiable. 

To cap the climax, the “Statement of 
Net Worth” shows an apparent excess of 
assets over liabilities of nearly $6,000,000, 
which, in the light of such asset items as 
those mentioned above and, especially, one 
item styled “Balances on Stock Purchases” 
and set at $1,531,379, is at least question- 
able. 

The only evidence of conservatism is 
the offering price of the stock of 38 cents 
a share. -Perhaps the whole explana- 
tion of this remarkable “statement of 
Net Worth” lies in the fact that it was 
audited by the secretary of the com- 
pany.—M. 


Menard & McCulloch Counties Oil 
Leases, or That Portion Ofered by Mr. 
Thomas M. Milam.—A subscriber has 
sent us a follow-up letter circulated in 
connection with the above offering, and 
says: “This fellow deserves a write-up 
in your Magazine.” Frankly, I do not 
know exactly what Mr. Milam de- 
serves, but here are a few outstanding 
points: 

Mr. Milam’s letter says, among other 
things: “Buy a lease this month for $15 
in one county and a lease next month in 
another county for $15 for five acres and 
continue to do so, if you can spare $15 a 
month. Success is sure to follow this 
kind of investment, and may place you in 
the millionaire class. I am sure you can 
spare the money. If you lose, you haven’t 
lost much and you have a chance to win 
a fortune!” 

It would be interesting to learn on what 
basis Mr. Milam justifies his statement 
that success is sure to follow, unless, per- 
chance, he means success for those fortu- 
nate enough to sell the leases. On the 
other hand, assuming that success is sure, 
why does Mr. Milam find it necessary in 
a later sentence to say: “If you lose—”’? 

I like best of all Mr. Milam’s later para- 
graph reading: “This is not such a terri- 
ble letter after all—as it contains much 
truth and, if properly interpreted, will 
give to you independence in the future, 
etc.” The phrase, “if properly interpreted,” 
strikes me as peculiarly apt. My interpre- 
tation would be, “Put your money in Lib- 
erty Bonds.”—R. 


Meier Oil Leases—A _ subscriber 
sends us the following telegram, dated 
somewhere in Texas: 

After careful investigation advise you 
to buy gil lease here; will undoubtedly at 


It may be a security of high grade, but in the opinion of the writer, selling too high, 


least double your money in few months 
and probably grow to fortune later. Prac- 
tically no risk. Five hundred dollars buys 
choice 20 acres; smaller amount gives 
slower results; wire how much and mail 
certified check immediately—Orto H. 
MEIER. 

It would be interesting to know how 
much investigation Mr. Meier has made 
and how carefully he did it. If anyone 
made the assertion to me that he could 
double my money in a few months and 
that this five-hundred-grown-to-a-thousand 
would develop into a fortune later, I 
would hold my hand on my watch. 

It is probably true that there would be 
practically no risk (to Mr. Meier). So 
far as the buyer is concerned, well, he 
would have the “choice twenty acres” and 
they would undoubtedly contain a lot of 
dirt. 

After reading this glittering offer, I have 
decided that I prefer to secure “slower re- 
sults” and that I will not mail a certified 
check immediately because I think my 
five hundred dollars would have about as 
much show as a celluloid cat in that in- 
teresting place with which Mr. Dante was 
so familiar —W. 


I, X. L. Oil & Refining —From the 
ciicular which we have read on this com- 
pany, we cannot get up any enthusiasm 
over the prospect of purchasing the shares. 
The offer of a stock bonus to those who 
“subscribe quickly” to the shares, does 
not appeal to us, nor the price of the 
shares at 3c. each. The telegrams printed 
reporting the apparent progress of the 
company are a method of promoting 
sales of stock which has been worn thread- 
bare. 

The balance sheet is also a peculiar one, 
in that it reports capital as part of the net 
worth of the company, whereas it is dis- 
tinctly a liability. A loss of $58,452 is also 
shown for operations in the first 4 months 
of 1920, which apparently does not speak 
well for the outlook for purchasers of the 
company’s shares—E. S. M. 





PARI PASSU 


Security buyers who are wise enough 
not to buy a pig in a poke, and always 
investigate the conditions of the issue of 
the bonds or stocks they are interested 
in, often find the term pari passu used in 
describing certain issues. As a rule the 
language used will be “The stock is pari 
passu with,” etc. 

The term is Latin, and in the past has 
been used considerably in England. In 
recent years it has become popular in de- 
scriptions of American issues. Where a 
company has an old and a new issue, and 
it is explained that the new is pari passu 
with the old, the meaning is simply that 
the new stock ranks on a par with the 
old, neither having any preference. 
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ew York Air Brake Co. 








Diversified: Business the Aim of This 
Equipment Company 


War Munitions Plants Converted to Manufacture Automobiles and Accessories—Rail Equip- 


OSSIBLY no other class of industrial 
stocks has come in for greater gen- 
eral interest this year than the rail- 
road equipment issues. Barring the un- 
foreseen, the stark necessities of the 
transportation situation demand generous 
additions, to rolling stock, motive power 
and- all other appliances essential for 
eficient transportation service. Not long 
ago President Willard, of the Baltimore 
& Ohio, said that bad order cars were 
running over 7%, which compares with an 
average of less than 5% in normal times. 
Lately the optimistic prophecies con- 
cerning the equipment business have been 
toned down somewhat, owing to the reali- 
zation that it will take some time to bring 
back the buying power of the railroads, 
and that the process of rehabilitation will 
be slow. While it may not be conserva- 
tive to bank too heavily upon expectations 
of great earnings for the equipment com- 
panies this year, the fundamentals of the 
situation point straight to the conclusion 
of sustained business for those companies, 
and activity carried well beyond this year. 
The equipment companies, generally, 
found 1919 a year of readjustment and 
restoration of business to a peace basis, 
and this shift was nowhere more clearly 
illustrated than in the case of New York 
Air Brake, whose stock furnished plenty 
of speculative excitement during the war 
markets. The company, although an in- 
different earner during the pre-war years, 
came to the front with a rush in 1915, 
1916, 1917 and 1918, boosted dividends 
liberally, and then in 1919 suffered a se- 
vere reduction in earnings. But the 
record of 1919 must not be accepted as a 
criterion of earning power. When the 
armistice was signed the company was 
100% on a war basis, with probably $30,- 
000,000 in Government contracts on the 
books. Subsequently, much of this busi- 
ness was canceled, and the process of ad- 
justment with the Government has been 
a slow one; in fact, all of the accounts 
will not be cleaned up until this year. 


Drop in Last Year’s Earnings 


The drop in the 1919 earnings of New 
York Air Brake was not entirely surpris- 
ing, but it was rather abnormal. From 
manufacturing operations there was ac- 
tually a deficit of $109,954 for the year, 
and {t was only income received from 
adjustments on Government contracts that 
enabled the company to show any balance 
at all for the $10,000,000 outstanding stock. 
These adjustments added $825,834 to in- 
come, and earnings were equivalent to 
$%.24 a share on the stock, or $3.76 less 
than per share dividend payments at the 
tate of $10. It is understood that further 
adjustments which have been made, or will 
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ment Line Is Promising 
By JOHN MORROW 


be mate during the current year, will add 
measurably to the 1920 earnings. 
Apparently the first thought, after the 
end of the war business, by the company’s 
management, was diversification of busi- 
ness. In the early part of 1919 there was 
not the assurance that there is, even now, 
of the ultimate recovery of the railroads, 
and there was considerable uncertainty as 
to when and how they would re-enter the 
market for materials and supplies. Then 
there was no way of determining the 
duration of Government control. New 
York Air Brake had constructed extensive 
plants for the manufacture of munitions 
and gun carriages, and the management 
decided these could be used for making 
automobiles, and for the making of what 
is called the Deppe superheater, designed 
to reduce the consumption of gasoline. 
The company had plans to enter actively 
this field of production, but no recent de- 








TABLE I.—EARNINGS RECORD. 
New York Air Brake Co. 








Ratio Cost of $ Per 
Gross Productionto Net Share on 
les es Income Common 
1914..... $2,915,932 59.69% , $6.41 
1915..... 731, 49.85% 1,343,285 18.48 
Phbeses 24,051,103 58.56% 8,214,962 82.15 
cece: 10,157,038 76.71% 1,893,826 18,94 
1918..... 10,380,584 68.75% 2,052,552 20.53 
1919..... 3,551,668 79.18% 624,289 6.24 

TABLE II.—PRICE RANGE. 
N. ¥,. Air Brake Common Stock, 

High Low 

SE. c wetconscsowsntebonaecsdsocs 69 58 
PCheknhihtsankeeneessecenens 164% 56% 

itithenduenteenuseeetée 186 118 

inhGhehsheeveeeeeeseGnesece 156 98 
tntcweideeeninwnd éuncidaed 139 98% 
Pbé6abdbceoscoesseossescobeste 145% 91% 
itebjndihebwéueceusenteusne *117% 90% 

*To July 24. 








tails of the venture are available showing 
to what extent plans have been carried 
out. The opinion may possibly be ex- 
pressed that such a departure is more or 
less in the nature of an experiment and 
that the manufacture of motor vehicles 
would be more of a “side line” than a 
source of the bulk of revenues. In other 
words, New York Air Brake’s “bread and 
butter” business will probably remain in 
the manufacture and repair of air brakes 
and kindred appliances. Naturally, suc- 
cessful attempts to diversify business will 
add just that much to revenue possibilities. 
It is to be noted that the Westinghouse 
Air Brake Company—the largest manu- 
facturer of air brakes in the country—has 
been making most successful strides. 
War Earnings Swell Assets 

War earnings did a great deal for New 
York Air Brake’s asset position, and in 
the four years of 1915 to 1918, inclusive, 
the company earned a total of $135.05 a 
share on stock, and paid out in dividends 


$57.50, leaving a net addition to equity 
back of the stock of $77.55. In the two 
years—1918-1917—dividends of $20 a year 
were paid, but the rate was reduced to 
$10 in 1919, a reduction clearly necessi- 
tated by the change in business conditions 
and the disappearance of war contracts. 
It is unfair to gauge Air Brake’s perma- 
nent position by the big business done 
during the war period. It was not ex- 
pected to be permanent, and the liberal 
dividends were probably designed to rec- 
ognize the rights of stockholders to par- 
ticipation in the unusual prosperity. 

Of course, the earnings of the company 
were abnormal during the war period and 
there is no expectation that they will con- 
tinue on that basis, but on the other hand 
there seems to be reason to look for a 
gteater earning power than during the 
period immediately preceding the war and 
in the first year subsequent thereto. It is 
a well-known fact that the railroads have 
not been able to keep their transportation 
machine in ship-shape fashion for some 
time, and even before the war there was 
a reduction in purchasing power. There 
are enough indications at present to war- 
rant the prediction that over the next few 
years the railroads .will be in a much bet- 
ter condition to spend decently for upkeep 
than they have in the past five or six 
years. , 

Operations in 1919 at Capacity 

Despite the lack of orders last year, 
New York Air Brake proceeded with the 
manufacture of air brake sets on the as- 
sumption that demand was postponed and 
not permanently removed. The shop was 
running all last summer at nearly capacity, 
which accounted for the relatively large 
inventory account at the end of 1919. This 
item stood at $5,937,763—an increase of 
over $700,000 before the previous year, 
and 80% above the 1917 total. Bills pay- 
able were also at a relatively high level 
at the end of last year, standing at $6,680,- 
000. These borrowings probably reflected 
in part open Government contracts, and 
also the fact that the company was keep- 
ing up production while lacking orders. 
It is to be noted that gross sales for 1919 
were 70% under the total of 1918, and that 
last year may hardly be called anything 
but a year of preparation for normal 
peace-time business. 

Current Business 

New York Air Brake came up to 1920 
well prepared for any change in the busi- 
ness situation for the better. When it 
was definitely determined that Government 
operations of railroads was nearing an 
end, business of the equipment companies 
felt an almost immediate impetus. In two 
weeks of March the company received or- 

(Continued on page 492.) ; 
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LOSELY following ignorance comes 

greed, a vice that has several aliases, 

such as cupidity and rapacity. They 
amount to the same thing, only differing 
in degree. The absence of this quality 
strongly characterizes the successful man 
in business no less than the investor. 
Henry Ford, with his minimum wage scale 
and profit-sharing plans, owes part of his 
success to the absence of greed. Nowhere 
in the lives of men ‘like Woolworth, Vail, 
Greeley, Carnegie, Rockefeller, Schwab 
and hundreds of others, living and dead, 
can a single instance of greed, or its pur- 
suit as a business principle, be pointed to 
as a factor that helped them to multiply 
their riches. 

A clear distinction must be drawn be- 
tween economy, parsimony, excessive fru- 
gality (practised by misers) and greed. 
They are in no wise related, and one 1s 
permitted to be conservative, and even 
ultra-conservative, where the circum- 
stances justify such a course. The policy 
of James B. Duke, about whom it is said 
that his personal expenses were about nil 
compared with an income of hundreds of 
thousands annually, is neither miserly nor 
rapacious. The urgent necessity for work- 
ing capital in business, in his case as in 
many others, often compels a policy of 
skimping. Compare what happens when 
such men are “out of the woods.” The 
records of such men of more recent fame 
in the annals of public benefactions, like 
Frick and Perkins, show that these men 
cared nothing for money, and the true 
meaning of their worldly policy is only 
revealed after their death. 

It is worth recalling that Julius Cesar 
was a much misunderstood man; greed 
and ambition are supposed to have killed 
him. His will revealed how little he also 
cared for this world’s goods. 

Take a look around among your friends 
and associates and watch for the little 
things that give them away as to tempera- 
ment. Are they greedy, rapacious, grasp- 
ing? Be sure they are not successful: not 
in business, not in their social relationship 
with their fellows, and certainly not in the 
stock market. : 

The famous test of the man who chose 
his wife by selecting from three sisters 
she who best cut the cheese; who gained 
his heart (and presumably his pocket- 
book) by her adroit handling of the rind, 
cutting off neither too much nor too little, 
is a very important thing to remember in 
the stock market. It is more important 
in a way than the earnings of Steel or the 
crop movements. How do you cut the 
cheese—greedily, without wasting a parti- 
cle, or sensibly, by cutting off so much 
and no more? 

-. Watch the business man, the merchants 
—large and small, Does that retail to- 
bacconist add some matches to your cigar- 
ette purchase with a smile or a scowl? 
Does that struggling grocer watch his 
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scale with an eye to placing you on the 
debit side of the ingenious device, without 
springs, that you are not supposed to 
watch closely? Take a better lookenext 
time, with the view to judging his char- 
acter. 

In the home, does father help himself 
first and let the missus and children take 
their chance on the strawberry-shortcake: 
or does he aud that promising son of 
yours pass the good things along to 
mother and sister first? Assuredly, the 
latter are not greedy and by all odds will 
be successful. It is the little things so un- 
observed that count now and later in the 
bigger things of life. 

The same scenes are enacted in the 
brokerage offices, the commission houses, 





INQUIRIES AND SUGGESTIONS 
ARE WELCOME 


This artment is essentially CO- 
OPERATIVE. Our Staff will ly 
answer your inquiries in regard to build- 
ing your income, your insurance prob- 
lems, home building, points on methods 
of investing, etc. Many readers us 
that we ve them. We will 
gladly help YOU if you write us. 

On the other hand, you doubtless have 
plans or ideas that will interest others, 
and they may have worked out methods 
or have suggestions to offer that would 
interest you. An exchange of ideas is 
one of the best helps to PROGRESS— 
which should be th> goal of every 
reader of this t. 

A two-cent stamp isn’t a big invest- 
ment—but if rightly used it may prove a 

remunerative one. 
B. Y. F. 1. 
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and wherever stocks or commodities are 
bought and soid. The experienced opera- 
tor will take a profit or loss without a 
tremor; if he lacks greed, he will see 
greater profits get by without a trace of 
regret that he didn’t extract the last dollar 
on his purchase or sale. He will be 
thankful for the opportunity that came, 
and his chance to cash in on it regard- 
less of the amount. 

Observe his opposite, the investor or 
specvestor in perpetual hard luck, with his 
fatiguing tales of what might have been, 
and the wonderful things he could and 
might have done, had this, that or the 
other impossible thing not have happened. 
His methods can be diagnosed by watch- 
ing him take a profit or loss. He is 
usually voluble, always dissatisfied, and 
generally, a rather unpleasant person to 
come in contact with. His mission is to 
swallow the world, while his make-up 
does not qualify him to digest a handful 
of gnats, and in his heart he wonders at 
his hard luck. 

It is worth repeating that the invest- 
ment and speculative fields are not intend- 
ed to cater to the greed of those who ex- 
pect profits that are extravagant compared 
with ordinary business returns. The suc- 
cessful ones are not greedy; they know 
how much capital they have invested, and 
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what reasonable return they might hope 
for from year to year. The investor who 
looks for a reasonable percentage on hi: 
entire capital is likely to be numbered 
among the successful ones. The great in- 
vestors and operators in the past have 
usually followed that principle. If yo: 
expect 10% or 15%, you are likely 
make more, If you expect about 50% 
100%, it is a moral certainty that you are 
likely to lose about that amount, and a 
little more. 

A 5-point profit in U. S. Steel bouglit 
at 90 for cash—not on margin—is 5.6%, 
if held for an entire year. With dividends, 
the profit would be 10.6%. If bought on 
a 50% margin, and sold a year later at 95, 
the profit with dividends amounts to 15% 
less commission and carrying charges on 
the balance. If two such trades or invest- 
ments are made annually, the gross profit 
is, in the case of a 50% margin, 25% less, 
carrying charges and commission. Only 
3 points’ profit realized every three months 
is the same as 12% per annum, and this 
does not even include dividends, nor make 
allowance for the fact that the great ma- 
jority do not put up the whole amount 
necessary to make such a handsome profit. 

The greedy man will swallow a 20-point 
profit in a stock or bond one month, and 
revile his luck when he has a 5-point loss 
next time.’ It matters little to him that 
he is 15 points to the good. He has never 
yet reduced his profits to a percentage 
basis, because his idea is to double his 
capital almost overnight—or, at least, 
about once a month or so; like Harriman, 
he is not interested in 7% and safety. But, 
unlike Harriman, he refuses to recognize 
his own shortcomings when he undertakes 
to imitate that famous money-master. 

It has well been said: “A bull will 
make money; a bear can make money, 
but a hog—never !” 











LIBERTY BONDS AND MONEY 


When a man sells his Liberty bonds all 
he gets in exchange for them is money of 
the United States, and less of it than he 
paid for them if he was among the origi- 
nal subscribers. Has the small holder 
who becomes panicky over the slump in 
the market prices of the bonds and 
parts with them needlessly stopped to 
realize that the bonds are just as safe as 
the money? Currency is a promise to pay 
and so is a bond. In this case the same 
financial strength and stability are behind 
one symbol of value as the other. If the 
bonds are no good, neither is the money. 
Of course both are perfectly good and in- 
trinsically worth par., The bond, how- 
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ever, is better for the investor to have 
than the money, for ‘unless he keeps it 
through these abnormal times he takes a 
loss on it, and, besides, he is likely to in- 
vest the money in something unsafe or to 
spend it foolishly—Ohio State Journal. 
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SHORT time ago a very novel and 


o|4* interesting proposition involving life 
> insurance came 
'}Watt Street. 


to THe MaGazIne oF 
It contained an ingenious 
plan for gambling with the German Mark, 


© lor some other foreign currency now sell- 
line at a discount, using life insurance as 


a2 nedium. This plan, or proposition, is 
rinted herewith nearly in full, as it gives 
n attractive opportunity to demonstrate 
the difference between Term Insurance 
and the other life insurance contracts, and, 


'ivhat is more important, the necessity of 


thoroughly understanding these various 
types and of securing expert advice when 
dealing with life insurance. The propo- 


*Ksition follows: 


The Journal of Commerce on May 12, 
1920, quotes the German Mark at .0200, 
or, in other words, approximately 2c. per 
mark. Assume, therefore, that a policy 
be issued by a reputable life insurance 
company in Germany, through its agent 
in the United States, with a face value 


of 200,000 marks. Its equivalent on the 
above day would be $4,000. Insurance 
companies quote a tentative rate ona 


200,000 mark policy of 10,000 marks per 
year. For that reason, the man is holding 
2 200,000 mark policy at a cost of 10,000, 
or $200 the first year. The world knows 
that the value of all foreign currency is 
increasing daily. Assume again that the 
mark increased 100% in value by May, 
1921. Then, in 1921, the same policy will 


st _ $400; again double the mark for the 


third year, 1922, and the policyholder will 
pry $800. At the beginning of the fourth 
year again double the value of the mark 
and the policyholder will be paying $1,600, 
or as per the following table: 





1921 10,000 marks at 2c. ....... $ 200 
1922 10,000 marks at 4c. ....... 400 
19223 10,000 marks at &c. ....... 800 
19224 10,000 marks at l6c. ....... 1,600 

40,000 marks $3,000 


The policyholder has therefore been in- 
sured for four years at a cost of $3,000 or 
an average of $750 per year, and should 
he die during the fourth year his estate 
will have collected $32,000. Perhaps the 
policy holder wishes to cancel his policy 
t this time. We understand that on a 
Policy of this character where the pre- 
mium is at the rate of 5% of the face of 
the policy that the cash surrender value 
will approximate 10% of the face value 
of the policy, or about 50% of the pre- 
miums deposited. As 40,000 marks are on 
deposit he will get back about one-half, 
or 20,000. There is reason to believe that 
the mark will have been worth 20c. at the 





enc of the fourth year. Therefore the 
policyholder may cash in and collect 20,- 
(000 marks or $4,000 in American money. 
As a result, his profit will have been 
$1,000, and an average yearly insurance 
of $15,000 for four years. 


or AUGUST 7, 1920 





Life Insurance as a Medium of 


Speculation 


Reader’s Plan for Obtaining a Free Policy and a Large Profit 
by Insuring in German Company Is Interesting but 
Hardly Advisable 
By RAYMOND C. ELLIS, Home Life Insurance Company 


The same proposition may be worked 
out with the French franc, Polish mark, 
Italian lire, Austrian crown, or any other 
foreign currency now selling at a dis- 
count. 


What the Proposition Is 


Stated briefly, the above proposition is 
nothing more nor less the: a means of 
juggling with the German inark. It is a 
speculative gamble. Conditions abroad, 
especially in Germany, are so unsettled 
that what the mark, or any other foreign 
currency, will be worth a year or four 
years from now is precarious guesswork. 
There may not be any mark. 

But assuming that the mark does in- 
crease in the exact ratio outlined, the 
practical result to the investor, or specu- 
lator, would be as follows: 

1. An average life insurance protection 
of $15,000 in American money for four 
years ($4,000 the first year and increas- 
ing to $32,000 the fourth year, making the 
average of $15,000 per year, with the aver- 
age premium of $750 per year, or $50 per 
thousand). 

2. Upon cancellation the investor re- 
ceives a cash value of $4,000, or $1,000 
more than actually deposited. 

3. The net gain is therefore $1,000 cash 
and the value of $15,000 life insurance 
for four years without cost. 

It can justly be said that at its best this 
plan is mere speculation. It is like the 
100 to 1 shot one used to find at the races 
—the bookmaker came in first and the 
credulous aspirant didn’t come in at all. 
His money, however, went out. The in- 
clusion of life insurance does not raise 
the proposition above the plane of wild 
speculation, with the chances all against 
the “speculator.” 

But if an individual is going to play a 
game of this nature he might as well play 
it in the way which will give him the 
greatest profit in event of success. If the 
German mark should double every year 
for four years the speculator, upon sur- 
rendering his policy, would certainly clear 
$1,000, in addition to having had an aver- 
age of $15,000 life insurance for four years 
for nothing. The premium of $50 per 
thousand per year indicates that the policy 
is on the 20 Year Endowment plan—un- 
less ‘the investor is over forty, in which 
event it might be Limited Payment Life, 
and, if he were old enough, Ordinary Life. 
To the casual observer and those not 
versed in the different policies, it may not 
seem to make any particular difference 
what kind ofa policy is secured; for the 
emphasis is not on the life insurance, but 
on the prospective rise of the German 
mark. It happens, however, to make a 
difference of several hundred dollars. If 
the policy were taken on the Five Year 
Term plan instead of on the 20 Year En- 
dowment or Limited Payment Life plan 


the profit to the insured would be much 
greater. Where the insurance is intended 
to be temporary. it is much wiser and 
cheaper to secure temporary insurance, 
which is Term Insurance. 


A Better Method 


The investor could follow out the same 
general plan in a much more advantage- 
ous manner by going to an American Life 
Insurance Company and purchasing a Five 
Year Convertible Term Policy of $15,000. 
The net annual premium would be about 
$160. In the course of four years he 
would have paid a total amount of $640 in 
premiums. He would have a policy that is 
not open to question. The company would 
be situated in the United States—and the 
stability of the United States is not in 
jeopardy. If it became a claim it would 
be paid promptly. In addition, the in- 
sured could convert his Term Policy into 
any one of the permanent types without 
a new medical examination, and, as ex- 
plained in a previous article, receive full 
credit for the premiums already deposited 
before conversion. 

Under the first method the investor's 
average yearly premium is $750, which 
totals $3,000 in four years. This gives 
him an average insurance of $15,000 each 
year. By securing his protection in the 
same amount on the Five Year Term plan 
his annual premium is only $160, or about 
$640 in four years. By subtracting this 
$640 from the $3,000 it leaves a difference 
of $2,360, or $590 a year which could be 
devoted to the purchase of German marks. 
The heart of this proposition, it must be 
remembered, is not life insurance, but 
marks. What the investor wants to do is 
to buy as many marks each year as he 
can, relying on a steady and permanent 
increase in value. The life insurance is 
incidental and temporary. 

It will be noted that his outlay in Ameri- 
can money is $200 the first year, $400 the 
second, $800 the third, and $1,600 the 
fourth. It is assumed that the mark will 
be worth about 20 cents at the end of the 
fourth year. As the premium on the 
$15,000 Term Insurance is only about $160 
the first year, the investor has the differ- 
ence between this $160 and the $200 he 
would have paid on the first plan with 
which to purchase marks. This difference 
of $40 with the mark at 2 cents would 
enable him to buy 2,000 marks. The sec- 
ond year the difference would be $240 
($400 minus $160 = $240). With the 
mark now at 4 cents he could get 6,000 
marks. The third year, with the differ- 
ence of $640 and the mark at 8 cents, he 
could acquire 8,000 more marks. The 
fourth year, with the difference of $1,440, 
he could add 9,000 more marks to his 
quota. This would give him a total of 
25,000 marks, which it is assumed will be 
worth 20 cents by the end of the fourth 
year. The total value of these 25,000 
German marks in American money, at 20 
cents per mark, would be $5,000. 

It will be noted that in both plans the 
investor, or speculator as he may properly 
be called, makes the same outlay of 
money—$3,000 in four years, or $750 per 
year. In each instance he has an average 
of $15,000 life insurance for four years, 
but in the first case his cash value on can- 
cellation is $4,000, or $1,000 more than he 

(Continued on page 480) 
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F thrift is common sense, as has been 
affirmed, why is it that so few exercise 
common sense in practising it? One 

does not attempt to build a house without 
a drawing, navigate the sea without a 
chart, or embark upon any other worth- 
while purpose without due consideration 
of expediencies. 

The acquiring of financial independence 

from a salary consumes, usually, the best 





Henry MoCoy Norris, writer of the ac- 
companying article on practical thrift, is 
unusually well qualified to reduce the 
problem to its cold, mathematical funda- 
mentals, Mr, Norris is chairman of the 
Cincinnati Section, American Society of 
Mechanical Engineers, and former presi- 
dent of the Cornell Association of Southern 
Ohio, as well as ‘a member of a number of 
other important societies. 

Beginning with an objective of $200,000, 
to be attained by the 59th birthday of a 
boy now 21, Mr, Norris works out formulae 
showing the exact income the individual 
must receive each year, what part of it 
may be spent and what part must be in- 
vested, if the goal is to be won. 

The article, besides being unique of its 


the plan can start with a salary of $805 a 
year; that a ‘‘raise’’ of $395 a year is the 
largest increase he must have, and, finally, 
that $11,000 a year is the maximum salary 
he must be paid. 

The steps by which Mr, Norris arrives 
at his solution of the problem of Financial 
Independence may, at some points, seem 
somewhat abstruse to the average reader. 
The table, however, is self-explanatory and 
puts squarely up to that reader exactly 
what he must do if he intends to reach 
the goal, 











part of a lifetime. To essay the pilgrim- 
age without a guide is as lax in judgment 
as training for a race without a pace- 
setter. A belief in Heaven is useless 
without a knowledge of how to reach it. 

Advocates of thrift deal too much in 
generalities. They could accomplish much 
more by promulgating its fundamentals. 
The sum of their teachings is: Saving 
makes life more enjoyable. This is as 
indefinite as saying, “Compress apples and 
you will obtain cider.” It ignores the all- 
important question of mensuration. 

When a cook prepares coffee for four, 
she makes four the unit of measure. This 
is common sense. The required in-put 
should always be deduced from the de- 
sired output. To figure otherwise is ab- 
surd. Students should be taught to ask, 
not how much of my salary can I save, 
but what salary will be required to ac- 
cumulate a certain amount within a spe- 
cific time. This at least is the way in 
which the problem has been analyzed by 
an engineer who unfolded the mysteries 
of thrift to his son, as follows: 

“You are twenty-one. It is time to 
investigate the requisites of attaining the 
degree of financial independence to which 
you aspire. The approach to each height 
above mediocrity is increasingly difficult, 
and unless one maps his course, the re- 
sult is as uncertain as striving to reach 
Honolulu without a compass. 


The Destination, Start and Approach 


“Let us assume that your objective is 
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Some Fundamentals of Thrift 


A Mathematical Exposé of an Engineer’s Method of Routing Pilgrims to the Land of 


Independence 
By HENRY McCOY NORRIS 


$200,000, that you wish to be possessed 
of this amount before the close of your 
59th year, and that you are unwilling to 
commit yourself to save more than $25 
the first year. To ascend in even in- 
crements would necessitate an annual sav- 
ing of $200,000, minus $25, divided by 
$59, minus 21, equals $5,262.50, which is 
obviously impossible. 

“The approach, therefore, must be by a 
more circuitous route. This requires the 
assumption of a third figure for one of 
the intermediate years. At 40 you will 
be midway of extremes, so suppose we 
decide what you should be worth at the 
end of your 39th year. A quarter of 
$200,000 might prove feasible, but it will 
be well to experiment first with an eighth 
—i.e., $25,000. 

“The three amounts, 25, 25,000 and 200,- 
000 are, you will note, in the ratio of 1, 
1,000 and 8,000, which when multiplied 
by 8 become the cubes of 2, 20 and 40. 
And since 19 from the corresponding 


‘ages of 21, 39 and 59 gives a difference 


of 2, 20 and 40, the remaining figures are 
readily found from the formula: 3% (age 
—19)*, which many can apply mentally 
as it involves but one subtraction and 
three multiplications. The following ex- 
ample illustrates the process of arriving 
at the third entry, column A, and the 
others are obtained in the same way: 

23 

19 


Zl acl wal 


3% 
200 


Required Annual Savings 


“Now that we know what your total 
assets must be at the end of each year, 
we can ascertain your required annual 
savings by subtracting the successive fig- 
ures in column A, the results of which 
are given in column B. 

“The beginning of these entries is far 
from encouraging. They forebode a lapse 
of four years to acquire an amount no 
larger than you have spent in gratifying 
a single whim. ; 

“This is one of the good features of the 
system. It illuminates the road ahead 
and develops the analytical faculties. One 
sees that he cannot have the cake and 
penny aiso. You must either spend less 
or earn more. A saving of $25 affords 
too lean a start. 

“But the principal thing to keep in mind 
is that financial success is measured by 
neither income nor expenditures, but by 
the difference between them. 


Annual Expenses 


“Next in order for consideration is the 












experise budget, the utility of which d 
pends upon the good judgment exercise¢ 
in its preparation. Here one should 
think in maximums rather than minimu 
for while your real needs can be sup 
plied at a cost of $15 per week the firs 
year, they will grow with surprising 
rapidity for a considerable period befor 
there will be any retardation. 

“The prime fundamental of thrift i 
vision, and he who possesses it will an 
ticipate the hostages demanded by For 
tune in return for the blessings inciden} 
to a wife and family. 

“It may impress you as unnecessary 
for example, to allot $100 per week fo 
your 39th year and $150 per week fo! 
your 59th year; but when you reach thos¢ 
years you will find these sums barely suf 
ficient. No plan for building an incom 
will survive if it does not provide for the 
gratification of a reasonable number o 
desires. : 

“Excessive economy is sordid and it i 
better to incline toward wastefulness tha 
penuriousness. 

“An allowance of $15, $100 and $15 
per week is equivalent to $780, $5,200 and 
$7,800 per year, which, for the presen 
we. will consider the sole entries in col 
umn C. 

Required Income 


“We now come to the question of 
What income will be necessary if you ar 
to live and save at the rates specified 
The answer is found by adding the corre} 
sponding figures in columns B and 
which fix that for the first year at 25 4 








WHAT YOU CAN DO AND MUST 





A .. D E F 
7 a = 7 
ca - c 
3 3 5% a3 LF Ee Ep 
$3 zs aS © 7 $3 es 
@ oe 
ai ode af a a2 ia me 
25 25 780 21 805 ~ ... 8 
84 59 1,086 22 1,08 =<: ~ 1,0 
200 116 1,276 23 1,892 6 1,38 
$91 191 1,581 24 1,722 127 
675 284 1,790 25 2,074 302.0 
1,072 397 21049 26 2,446 4823 
1,600 528 2,309 27 2,837 78 «2,75 
2278 «= «678 «2,569 28 3.247 114 ~~ 3,18 
3.125 847 2.827 29 $8,674 162 35 
4159 1,034 3,088 30 4117 216 3,90 
5,400 1,241 3,336 81 4577 282 4,2 
6,866 1,466 3,586 $2 5,052 366 46 
8,575 1,709 3,888 83 5,542 462 5.0 
10,547 1,972 4,073 34 6,045 570 5,47 
12,800 2.253 4310 35 6,563 696 5.86 
15,358 2,553 4,542 36 7,005 840 6,2 
18,210 2,857 4,782 87 7,689 1,002 6,6 
21,484 3,224 4.978 38 8,197 1,188 7,00 
25,000 3,566 5,200 8,766 1,392 7.5 
28.941 3,941 5,407 40 9,848 1,614 7. 
$3,275 4,334 5,608 41 9,942 1,866 8.0 
$8,022 4,747 5,801 42 10,548 2,136 8. 
43,200 5,178 5,987 43 11,165 2,486 8 
48,828 5,628 6,165 44 11,798 2,760 9,08 
54,925 6,097 6,884 45 12,431 38.108 9/3 
61,509 6,584 6,497 46 18,081 3,492 9 
68,600 7,091 6,651 47 13,742 3,900 9.8 
76,216 7,616 6,796 48 14.412 4,344 10.0 
84,375 8,150 6,934 49 15,098 4,812 10.2 
93,097 8,722 7,062 50 15,784 5,822 10, 
102,400 9,308 7,181 51 16,484 5,862 10.6 
112,308 9,903 7,292 52 17,195 6,488 10,75 
122,825 10,522 7,898 58 171915 7,050 10. 
188,988 11,158 7,486 54 18,644 7,704 10, 
145,800 11,817 7,565 55 19,882 8.388 10. 
158,291 12,491 7,685 56 20,126 9,120 11. 
171, 13,184 7,704 57 20,888 9,888 11, 
186,372 13, 7,757 58 21,654 10,704 10, 
200,000 1 7,800 50 22,488 11,556 10, 
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780 = $805, that for the 39th year at 3,566 
+ 5,200 = $8,766 and that for the last at 
14,628 + 7,800 = $22,428. Here your 
spirits fall. But, cheer up! The outlook is 
less discouraging than it appears. 

“The next operation is to devise a for- 
mula, three of the deductions from which 
will equal these amounts of 805, 8,766 and 
22,428. This assumes the form of: 89.36 


(age — 16.56)1.4742 
and enables us to Ages 
complete the entries $ 


in column D, from 
which we can ascer- 
tain by subtraction 
the remaining figures 
for column C. 


Required Salary 


“You were inclined 
to disappointment at 
the magnitude of the 
income required the 
last year. It will im- 
press many as beyond 
their reach, but 
should prove so to 
none who shall have 
followed the trail to 
this point. 

“Your assets at the 
beginning of that 
year should amount to $185,372, and if you 
are then saving at the rate scheduled, you 
will have available for investment during 
the following six months the additional 
sum of 14,628 divided by 2 = $7,314. This 
carries your total assets to 185,372 +- 7,314 
= $192,686, and 6% of $192,600 is $11,556, 
which fixed your required salary at 
22,428 — 11,556 = $10,872. 

“The remaining entries in columns E and 
F are obtained in the same way and show 
two things which should be noted in 
passing: They are that a salary of 
$11,000 will suffice to meet the three maxi- 
mum demands and that 5,475 — 5,080 = 
$395 is the largest increase required in 
any one year. 

“The highest per cent of increase is ex- 
acted the second year, but the amount in 
dollars is well within reason, as you can 
no doubt make more than $1,085 the first 
year. And there is another point: A 
year gained at the start possesses the value 
of an extra one at the finish. Beginnings 
presage endings. The degree of one’s 
ultimate success is usually established at 
30. But haste should be made wisely. It 
is better to stop for gasoline than to at- 
tempt to forge ahead without it. Compen- 
sation depends upon service, service upon 
knowledge, and knowledge upon learning 
to do the doing, which should be your 
chief concern just now. 

Charting the Course 

“This brings us to a point where we can 
plot the results of our reasoning—which 
affords the best means for impressing the 
mind with the change of relation of vari- 
ous series of numbers. The income and 
expense lines start, as usual, from about 
the same point, but diverge with increas- 
ing rapidity. The salary curve, which in 
the start constituted the entire income, is 
overtaken first by the savings line and then 
by the one representing investment returns, 
when its fading usefulness becomes more 
pronounced. It is the only line which 
describes a compound curve. You will 
observe further that at 46 your savings 
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will exceed your expenses, while at 54 
you can defray expenses from investment 
returns alone, 

“While these particular curves may por- 
tray results far below those you hope to 
achieve, they exemplify a method of plan- 
ning equalled by none. The full helpful- 
ness of a chart of this kind is beyond im- 
mediate comprehension. It facilitates 
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analysis, develops vision, . inspires in- 
creased effort, depicts the degree of effi- 
ciency which it is necessary to attain 
from year to year, breeds fixity of pur- 
pose, administers to the physical needs, 
promotes prudence in making investments, 
curbs extravagance, exerts the steadying 
influence of a gyroscope and deprives one 
of the last vestige of excuse for failure.” 

This concluded the first lesson, but later 
ones comprised auxiliary delineations of 
totals, averages, percentages, etc., which 
will suggest themselves to those inter- 
ested, * 





AMORTISE AND MORATORIUM 


The significance of the words Amortise 
and Moratorium is confused to a sur- 
prising extent, many people, without 
serious thought, construing them to have 
the same definition. 

They both relate to debts. To “Amor- 
tise” a debt is to virtually create a sink- 
ing fund for its ultimate discharge—to 
put by at various times sums that will 
gradually wipe out the amount owed. 

Quite recently the financial interests 
have come to adopt this system on real 
estate mortgages and bank loans. Where 
in past years a loan on a parcel of real 
estate was usually made for a stated term 
of years, maturing in full only at the end 
of that stipulated period, the growing cus- 
tom is to amortise the loan by requiring 
the borrower to reduce the amount every 
three, six, or nine or twelve months, 
usually at interest time. This gradually 
reduces whatever hazard may have ex- 
isted in the loan and is beneficial to all 
parties concerned. 

The amortising system is proving very 
effective in preventing the “milking” of 
valuable tenant properties by unscrupu- 
lous speculators. It had been a current 
custom for “shoe string” speculators to 
purchase properties with a very small 
first payment. They would then proceed 
to collect the rents for as long a period 
as possible, before foreclosure proceedings 





could be instituted. They would not, of 
course, pay the interest and had no in- 
tention of paying the principal. Under 
the three months’ amortising plan, a pro- 
portion of the rents must be applied to 
the principal and the mortgagee secures 
better protection against practices of this 
sort. 

In the banks, where former loans were 
renewed when due, it 
is now almost a gen- 
eral rule that the size 
of the loan must be 
reduced before it is 


renewed. That is in 
a sense amortising 
the loan. 


The Moratorium, 
instead of being a re- 
duction of payment 
on a debt, is a delay 
in payment ‘of the 
whole. It is usually 
brought about by 
legislative act. It 
usually comes into 
life during any ex- 
tended war, being put 
into effect by the 
countries affected. 
Moratoriums were in 
effect in England, 
France and other European countries dur- 
ing the recent war. The working of the 
Moratorium is to suspend the payment of 
local debts for a fixed period. In times 
of financial stress, it saves the debtor 
from ruin, and being universal, does not 
injure the creditor, for his debts are in 
turn protected from pressure. 


INVESTMENTS AND SPECULATIVE 
INVESTMENTS 


A simon-pure investment is a scarcity in 
the financial world. Nearly every invest- 
ment, per se, should really have the 
prefix “speculative” affixed, even though 
it retains its solidity as to security and 
regularity of interest payments. The ac- 
tion of the money market has given to 
practically all the former bulwarks of the 
coupon cutters’ boxes a speculative tinge. 
They have receded from their par value to 
surprisingly ‘low prices, despite the fact 
that their intrinsic values have neither in- 
creased or decreased, but have remained 
substantially the same. 

However this change need not frighten 
the old-time investor, The same confidence 
is deserved by the speculative investments 
of today as was deserved by the out-and- 
out: investments of a decade ago. They 
pay the same interest rate. They 
have the same security behind them. Al- 
though market fluctuations make them ap- 
parently worth only from $50 to $90 per 
hundred dollars par, they will, in time, 
reach their proper growth in value 
and will bring to the wise ones a remark- 
able financial return. In other words, 
their new speculative prefix simply means 
that it is a question how far up they will 
eventually go. 
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A Short Talk About Bonds 


Reasons Why the Stronger Issues Should Be Purchased Now— 
A. Profitable Starting Point for New Investors 


Goop bonds are good to buy at any 
time because they insure the safety 
of the fixed capital invested, as well as 
giving a constant and generous return. 
In ordinary times these are the two first 
principles that actuate hundreds of thou- 
sands of investors, including institutions 
and banks almost throughout the world. 
During such normal times, there is 
little or no chance of a large appreciation 
in the sum invested, and bonds are not 
looked upon as investments with profit 
making possibilities. The reason for this 
is simple. 

When money is plentiful the larger in- 
stitutions, particularly savings banks, 
large trust funds, trustees of estates, in- 
surance companies and others having mil- 
lions which must be placed out to return 
an income, are glad to get 5% or less on 
these funds. Resultant competition for 
high-grade bonds, particularly that type 
designated as “legal for savings banks,” is 
intense. Added to this demand comes the 
reinvestment periods around July and 
January after coupons are clipped and ‘in- 
terest is paid. The cumulative effect is to 
make a 5% bond sell to yield 5%—that is, 
a price of par. 

If corporation and government needs 
for money are light, new bond issues do 
not keep up with the demand. New 
money (interest) is constantly created 
and is added to the restricted sphere of 
high-grade bonds. Lower grade types ad- 
vance either in sympathy, or because in- 
vestors not bound to purchase “legals” 
commence to invest in bonds not so highly 
rated—and the whole list advances until 
the rate of interest becomes unattractive. 
This is a saturation point from which the 
bond list almost inevitably turns down- 
ward. 

The beginning of 1912 marked high 
prices and low yields from bonds. For- 
eign selling (perhaps German and Aus- 
trian) might have commenced in 1913, but 
certainly at the end of 1914 the effect of 
the world war became evident, and from 
that time—almost without interruption— 
we have witnessed that rare spectacle, “a 
bear market in bonds.” 

As a result, bond prices are so low now 
that most bonds show considerable lee- 
way for speculative profits. We mean by 
this that a bond formerly selling between 
90 and 100 and now selling at about 70 will 
almost surely recover to between 80 and 
85 even if it takes many years to get back 
above 90. To put it in another form: the 
averages have declined from about 93 to 
65 (using the excellent compilation of the 
New York Times on the subject), and 
there are strong technical indications that 
sooner or later—we cannot say when this 
will happen—there should be a recovery 
to at least 85. Such a recovery in the 
general list would show a handsome ap- 
preciation in selected issues, if bought now 
and held. 

A concrete example is offered by the 
Atchison general 4s now selling around 70 
compared with 85 in 1919, and an extreme 
high of 105 in the “good old days.” Al- 
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though the yield is only 534%, which looks 
unattractive, a rise of 5 points in two 
years would give an extra $50 profit on 
the present investment of $700; which is 
an extra 7% for the period. If the bond 
were sold at the end of, say, two years 
and the profit added to the interest it 
would show a return of over 9% on the 
money for the period. We do not know of 
anything more attractive. If the 5-point 
rise should take three years, the return 
would be about 7%4%. If the rise should 
go as far as 10 points in two years (a 
thing which is not as impossible as it may 
seem), the specvestor would be getting 
about 1034% on his money, all the excite- 
ment, and little or no risk. 


If such a bond should decline, the 
coupons totalling $40 annually per bond 
would still be there all the time, and the 
holder could go on clipping them and not 
look at market quotations until the bond 
market improves. A decline in the bonds 
would not interfere with his return of 
534% per annum, which would remain un- 
changed until the bond has been disposed 
of at its purchase price or better. 


There are other remarkable opportuni- 
ties of this character. The St. Paul issues 
are still cheaper than Atchison, and in this 
case while earnings have been downward, 
still the company is not paying, nor is it 
obligated to pay, dividends on its preferred 
or common stocks. The result is that all 
earnings must first be applied to paying 
bond charges, and it is difficult to 
imagine a condition under which St. Paul 
would fail to meet its interest charges. 

There is a variety of 4% to 5% issues 
selling in the 50s, 60s and 70s that have a 
splendid chance of again selling where 
they sold before, namely, the 70s, 80s and 
90s. The “4s, 44s and 5s” appear the most 
desirable because in them is the possibility 
of a wider price advance. Even if we are 
wrong as to the extent of the recovery 
that should come when money conditions 
get into their normal swing, the investor 
in them will have had the satisfaction of 
getting a big return on his money, with 
only a nominal risk if the bonds are well 
chosen. 

If “legals” having a long-term maturity, 
and, if possible, a convertible feature 
tacked on, are carefully graded and se- 
lected, in conjunction with a study of the 
“Bond Buyers’ Guide,” we believe that the 
newer investor will find some interesting 
practice in this extremely fascinating and 
profitable field for the conservative invest- 
ment of his funds. 

We will be glad to help out those who 
are somewhat new to this field. 





HOW TO DETECT RAISED BILLS 

It is a comparatively easy matter to 
become an expert in the quick handling 
of money and also detect bills that have 
been raised. A large proportion of the 
bills now in circulation are Federal Re- 
serve Notes. Those in common use have 
identification characteristics, in addition 
to the numerals, easy to memorize. 


Cashiers who haridle large atid sitiali 
bills rapidly, make the portraits on the bills, 
which are large enough to be unmistak- 
able, as the major mark of identification, 
with the numerals as the minor aid. The 
two combined are well nigh infallible, 
save in the case of clever counterfeits. 

As the raising of bills is accomplished 
with the numerals, familiarity with. the 
portraits, and comparison, will verify the 
proper denomination of the bills. The 
portraits on the Federal Reserve bills in 
everyday use are as follows: 

One Dollar Notes—Portrait’ of George 
Washington. 

Two Doilar Notes—Portrait of Thomas 
Jefferson. 

Five Dollar Notes—Portrait of Abra- 
ham Lincoln. 

Ten Dollar Notes—Portrait of Andrew 
Jackson. 

Twenty Dollar 
Grover Cleveland. 

Fifty Dollar Notes—Portrait of U. S. 
Grant. 

Hundred Dollar 
Benjamin Franklin. 

The peculiar numeral characteristics of 
these notes often confuse people where 
time is an essence in the changing of 
money, but with comparisons with the 
portrait few mistakes are made. 

In order to make counterfeiting more 
difficult, and to assist the public in more 
readily detecting counterfeits, United 
States Treasurer John Burke, in conjunc- 
tion with the Secret Service Department 
of the United States Treasury, has been, 
for the past six months, endeavoring to 
decide on a uniform currency issue which 
will have such a distinctive style that the 
counterfeiters will have more difficulty 
than ever in reproducing bills. 

Many designs and plans have been sub- 
mitted and the majority eliminated as 
impracticable. It is possible that each de- 
nomination will be of a different color 
scheme, or have large seals of different 
hues, in addition to the portraits and 
numerals. Or, possibly, the numerals in 
various colors, distinct from the coloring 
of the bill itself. 

No design has as yet been adopted, but 
it is understood that before the end of 
the year a decision will be made. 


Notes—Portrait of 


Notes—Portrait of 





LIFE INSURANCE AS A MEDI- 
UM OF SPECULATION 
(Continued from page 477.) 


has deposited, while in the second case 
his marks are worth $5,000, or $2,000 
more than invested. The gain under the 
second method is $1,000 more than under 
the first.. This merely illustrates that 
where life insurance is to be temporary, 
or is used as a medium, as in this case, 
Term Insurance is cheaper and gives a 
greater return on the general investment. 
Many individuals would save thousands 
of dollars if they would accept the advice 
of competent life insurance men when 
they deal with matters involving life in- 
surance. Every policy has its place, but 
one can no more put a Term Policy where 
an Endowment Policy should go than 
they can put a square peg in a round hole. 
The circumstances of the individual and 
the purposes for which the policy is being 
obtained should always govern. 
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Unravelling 


the N. Y. Traction Snarl 


Decision Granting Adjustment Powers to Public Service Commission a Step Forward, But 


NOTHER step was taken in the pro- 

longed process of clarifying the posi- 

tion of the New York City tractions 
on July 7 when the Court of Appeals at 
Albany announced its decision in the case 
to determine the power of the Public 
Service Commission to alter street railway 
fares. 

The decision serves to further reveal 
how muddled and tangled the traction 
situation really is; unfortunately, how- 
ever, it does not seem to go very far 
towards making possible the adoption of 
any comprehensive plan of relief. Stripped 
oi its details, the decision provides that 
under certain conditions of the granting 
of a franchise, the Public Service Com- 
mission has jurisdiction, while under 
others it has not. Those under which 
jurisdiction is affirmed are: 

1. All franchises granted 
lature. 

2. All franchises granted by municipal 
authorities prior to January 1, 1875. 

3. All franchises granted by municipal 
authorities subsequent to the passage of 
the Public Service Commission law, July 
1, 1907. 

Public Service Commissioner Nixon 
states that the Commission has jurisdic- 
tion in respect to lines operated under 
franchises, granted between 1875 and 1907, 
which make no definite provision for fix- 
ing the rate of fare. As the traction sys- 
tems of the city have been developed by 
the gradual merging of a large number of 
original companies, whose franchises were 
granted at various times and in various 
wayS; aS present operated car routes 
sometimes overlap different franchises, 
and.as some of the franchises granted 
since 1907 may be tied to previous fran- 
chises- by their terms or references, mat- 
ters are-certainly not very greatly simpli- 
fied: by the decision. Even where it ap- 
pears 'that-a given car line may petition, 
presumably. successfully, for a higher fare, 
it is. quite possible that a parallei line, one 
block away,,;may be limited to the five cent 
fare. “The. rapid transit lines, which have 
contracted, with the city to operate under a 
five cent fare,,are also unaffected, so that 
in some.cases.a route attempting to op- 
erate at.an, advanced fare would have to 
compete not-.only with other surface lines 
charging five cents, but with rapid transit 

nes as well. 

The price movement of some of the se- 
urities of the local traction, shown in the 
accompanying table, reveals how pessimis- 
tic those who make the markets have be- 
come. ’ Apparently: they have no faith in 
anything short of the actual general col- 
lection of a higher fare. With the excep- 
tion of a three-point advance in New 
York Railway .4s, practically no change 
took place when: the- decision was an- 
nounced. and the valume of sales was 
small, 
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by the Legis- 


Not Far Forward 
By W. M. MORTON 


Commissioner Nixon stated, subsequent 
to the announcement of the decision, that 
two hundred franchises had been granted 
prior to 1875 and more than fifty were 
granted since 1907. He also prepared a 
list of lines over which he believed that he 
has control in accordance with the deci- 
sion. A rough summary of the extent to 
which the principal companies are affected 
is given in the following paragraphs. 








PUBLIC UTILITY ISSUES PRICE RANGE. 
Since Fare Decision 
Wk. ended Wk. ended 
July 16 
High Low 


. -wtesearnanesseehons 20 20 23 23 
New York Railways Adjust- 
ment Income 5s 


New York Railways Real Es- 
tate 


5 es - 

Third Avenue Refunding 4s. 39%, 40 39% 40 
Third Avenue Adjustment 

BROUERD GD ccccovccecdesee 20% . 22 21 22 
Brooklyn Rapid Transit 7% 

BEER cccdaunsnensescducce 38 40 «| «39 40 








New York Railways Co. 

The lines under control of the Public 
Service Commission are the Twenty-third 
Street, Fourteenth Street and Eighth 
Street Crosstown Lines, the Sixth Avenue 
Line and the Broadway Line south of Sev- 
enth Avenue. The crosstown lines pay 
better than any part of the system and, as 
they have no competition, they might be 
able to operate successfully at a higher fare. 
They produce in the neighborhood of 20% 
of the operating revenues of the system, 








NEW YORK STANDS ALONE. 
The following table, compiled by the Electric 
Railway Journal from information made public by 
the American Electric Railway Association, sum- 


marizes the traction fare situation as it stands 
today: 
Cities having a 10-cent base rate............. 25 
Cities having a 9-cent base rate............. 1 
Cities having an &-cent base rate............ 14 
Cities having an 8-cent rate on elevated lines 
and 6-cent rate on surface lines...... . . 1 
Cities having two T-cent zones............... 3 
Cities having T-cent central and three-cent 


outer zones 
Cities having a T-cent base rate with 2-cent 

transfer charge 
Cities having a T-cent base rate with 1-cent 

transfer charge 
Cities having a T-cent base rate.............. 55 
Cities having a minimum base rate of 6-cents 

for 2 mile zones and 3-cents per mile zone 


eee eeeredeseseeesesssssece 


CE 0.6 bande theese ce ccevsasceueeeeses s 
Cities having two or more 6-cent zones...... 6 
Cities having a 6-cent base rate with 2-cent 

SORREEOR GD on ccctcccsccccvecageccceces 2 
Cities having a 6-cent base rate............ . & 


Cities having two-5-cent zones.............. 
Cities having S-cent base rate with 3-cent 
transfer charge on certain lines........... 1 
Cities having 5S-cent base rate with 2-cent 
transfer charge 
Cities having 5-cent 


base rate with 1-cent 
GENESEE GRBEDD <6 cccdoccevecccceccoesecosce 

Cities having a 5S-cent base rate with ad 
ditional charge outside city limits......... 4 

Cities having 5-cent base rate on most im- 
portant lines with varying fares on others.. *1 


Cities having.a 5-cent base rate.............. 66 
WOE coccccvccccccrscccncsocczesceeccose 273 
*New York. 








as constituted since the dropping of the 
Eighth Avenue, Ninth Avenue and the 
Fourth and Madison Avenue routes. All 


of these companies, operating independ- 
ently, come under the Commission’s con- 
trol. An increase of 40% in the rate of 
fare as applied to 20% of the riders 
would bring in only 8% increase in system 
revenues, if no loss of traffic ensued. In 
actual practice, the gain might be little 
or nothing. 
Third Avenue Railway Co. 

The most important line operated, that 
on Third Avenue, comes under the Com- 
mission’s control, together with the 125th 
Street Crosstown and the 59th Street 
Crosstown. The Third Avenue Line 
earned between a fifth and a sixth of the 
system revenues in 1916, but, with the 
elevated line also covering this route, the 
hope of gaining anything by a higher fare 
on the surface line is frail indeed. The 
two crosstown lines produced only about 
6% of the system’s revenues as of 1916. 
Certain lines or extensions of lines in the 
Bronx are included. While the informa- 
tion available is not sufficiently complete 
to show what proportion of the company’s 
revenues are derived from the Bronx lines 
or portions of lines affected, it looks as 
though it might amount to 10% or more. 
Surface lines operate under better condi- 
tions and with less severe competition 
from the rapid transit system in the north- 
ern part of the city, so that a substantial 
gain may be obtainable on some routes. 


Brooklyn Rapid Transit Co. 

The old B. R. T. is completely split up 
at the present time, which makes the de- 
cision of more immediate interest to the 
component parts than to the parent com- 
pany. The Coney Island & Brooklyn 
fares particularly well, with the DeKalb 
Avenue, Franklin Avenue and Smith 
Street Lines all included. Theoretically 
there should be an excellent opportunity 
to improve revenues. What the practical 
advantage is, only a traction traffic expert 
can attempt to estimate. The Brooklyn, 
Queens County and Suburban does not 
make out so well, as only two of its lines, 
doing about a third of the total business, 
are affected. The Brooklyn City Railroad 
comprised forty routes in 1916, of which 
a dozen or more operate on streets which 
come under the favorable portion of the 
decision, including some of the most im- 
portant ones. Apparently something like 
half of the total revenues come from these 
routes. A few of the twenty-one lines of 
the Nassau Electric are listed, but in this 
case the decision does not appear likely 
to affect more than a small portion of the 
revenues. 

Against these rather intangible factors 
we have the decidedly tangible fact that 
the New York Railways and the Brooklyn 
Rapid Transit Companies have just 
granted a wage increase of 10% to operat- 
ing men. This means hundreds of thou- 
sands of dollars of additional expense with 
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no present source from which to produce 
them other than the shrunken nickel. The 
New York Railways, the Nassau Electric 
and the Brooklyn, Queens County & Sub- 
urban have been operating at a loss before 
the payment of any charges. Their situa- 
tion is nothing short of desperate. 
Strange as it may seem to the municipal 
authorities, some of the New York trac- 
tions are rapidly approaching the point 
where they will be without sufficient funds 
to pay for their indispensable supplies and 
to meet the payrolls. A severe winter 
might easily impose enough additional 
strain on the companies to eliminate the 





Montana Power Company 





last dollar of working capital. One need 
not be an alarmist to predict that another 
year, without reduction of operating costs 
or an increase in fare, will make it a nip 
and tuck question whether or not the 
street railways of Greater New York, out- 
side of the Third Avenue Railway Com- 
pany, continue to operate. 

At the last meeting of the Board of Es- 
timate, Mayor Hylan presented a plan for 
a city-wide bus service with transfer privi- 
leges to be operated by a private corpora- 
tion “under the strictest municipal regu- 
lation and supervision.” In this connection 
it is interesting to note that in 1899 the 








General Carriage Co., now owned by the 
Manhattan Transit Co., acquired a fran 
chise said to grant a monopoly of passen- 
ger traffic on the streets of the Borough 
of Manhattan, other than on the street 
railway cars and the Fifth Avenue Omni. 
bus line. It has been rumored that Tam- 
many interests hold a large part of the 
$6,000,000 capital stock. In any event, the 
insistence of some of those in charge of 
the city’s affairs upon bus lines is a con- 
tinual menace to the little value there may 
be left in what was once known as the 
“privilege” of operating a street railwa 
in New York City. 





Western Power Giant Getting Back Into Stride 


Reduced Earnings in 1919 Due to Conditions in Copper District—Independent of Coal Supplies 
—Securities Appear in Strong Position 


HE Montana Power Company is a 

wisely-managed corporation, show- 

ing ability to prosper under adverse 
industrial conditions. 

With John D. Ryan as president, the 

directorate includes such men‘ as Charles 

H. Sabin, Marcus Daly, W. E. Corey, 
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Henry Seligman, H. P. Whitney, W. S. 
Brayton, C. M. Clark, George F. Canfield, 
Albert H. Wiggin, W. D. Thornton, 
Charles A. Coffin, Alfred Jaretzki, S. Z. 
Mitchell, Frederick Strauss, Frederick W. 
Allen, Frank M. Kerf and N. Penrose 
Hallowell. 

The engineering foresight of the Mon- 
tana company which realized the proffered 
aid of nature and harnessed and perfected 
the great water power facilities of the 
State secured a guarantee of large earn- 
ings at a time when less favored power 
companies throughout the country find 
their coal or oil supply an increasing ex- 
pense and a serious vexing problem. 

_ The company was incorporated in New 
Jersey, with a charter in perpetuity. It 
consolidated the interests of the Butte 
Electric & Power Co.; Madison River 
Power Co.; Billings & Eastern Montana 
Power Co.; Missouri River Electric & 
Power Company; the old Montana Power 
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By WILLIAM ARMSTRONG 
Co., and the Harvey Electric Company. 
To round out its field of endeavor it pur- 
chased the capital stock of the Great Falls 
Power & Townsite Co.; Great Falls Co.; 
Thompson Falls Power Co., and the Mon- 
tana Reservoir & Irrigation Co. 


Serves Wide Territory 


This combination is in a position to 
serve electric light, heat and power for all 
purposes, to Anaconda, Butte, Billings, 
Boulder, Hot Springs, Great Falls, Liv- 
ingston, Harlowton, Logan, Judith Gap 
and Helena. The territory served takes 
in from the western line of Montana to 
Billings, a distance of 459 miles. From 
the south of the State, the territory served 
extends from Yellowstone Park to Harve, 
to within a few miles of the Canadian 
border, along the Great Northern Rail- 
way, including the agricultural, timber and 
mining sections, for which Montana is 
famous. 

The hydro electric. plants of the com- 
pany in operation, have a capacity of 
211,530 kilowatts, with a steam reserve of 
810, while the water powers undeveloped 
have a reserve capacity estimated at 
121,500 k. w., making a total of 333,840 
k. w. The transmission lines of the com- 
pany cover 1,922 miles. 

Among the valuable contracts held by 
the company is one with the Chicago, Mil- 
waukee & St. Paul Railway, to furnish 
power for 430 miles of the main transcon- 
tinental lines. The duration of the con- 
tract is 99 years and the minimum amount 
the company may use is 12,000 kilowatts 
and the maximum 20,000, with an addi- 
tional option on 10,000 kilowatts. The 
Anaconda Copper Mining Company, re- 
quires 30,000 kilowatts for the operation 
of one of its plants. 

The funded debt of the Montana Power 
Company lies in its 1st and refunding 
sinking fund 5s, due July 1, 1943, author- 
ized $75,000,000, outstanding, $22,328,700; 
also $1,675,000 in the company treasury. 
The funded debt of the subsidiary com- 
panies amounts to $10,614,000, making the 
total consolidated funded debt, $32,942,700, 
exclusive of the $1,675,000 in the treasury. 

The company has two issues of capital 
stock. One is the preferred, 7% cumula- 
tive, par value $100. Of this stock, $25,- 





000,000 was authorized and there is out- 
standing $9,671,800. The other is the 
common, par value $100, authorized $75, 
000,000, outstanding $49,407,500, which in- 
cludes the $3,000,000 remaining in the vot- 
ing trust, which will participate in divi- 
dends June 2, 1921. The preferred stock 
has rights as to dividends, in liquidation 
to par, and in voluntary dissolution at 
120, with right to subscribe to future is- 
sues. The common has rights to subscribe 
to new issues of both common and pre- 
ferred. 


A Consistent Earner 


As shown in Table No. 1, the company 
has been a consistent earner. The year 
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surplus of $3,378,282. 
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1919 was somewhat disappointing, due to 
conditions in the copper district and the 
year’s surplus account showed a deficit of 
$55,000. The directors met this condition, 
in August last, by reducing the quarterly 
dividends on the. common stock, from 
14% to %%. P 
The earnings for the four months end- 
ing April 30, 1920, were 13.58% on the 
preferred stock, with an indicated yearly 
earning of 40.74% as compared with 
23.73% in 1919, and on the common stock 
264% with an estimated yearly earning 
of 7.92% com- 
pared with 





and to those investors requiring only a 
reasonable amount of security, combined 
with a liberal interest rate, here is 7% an- 


nually in quarterly payments, with a clean 


record of prompt payments and a slight 
speculative tinge as to market price. 

The speculative value of the common 
stock is to some extent bound up with the 
resumption of ore production activity in 
Montana. The earnings for the first four 
months this year, under present conditions 
in the copper district are distinctly en- 
couraging. They indicate, eventually at 


“4. Vast amounts have been loaned to 
individuals, firms and corporations to pay 
income and excess profits taxes. 


The Remedies 


“Methods of co-operation for the ensu- 
ing four months would include the fol- 
lowing: 

“1. Individuals could help by deferring 
purchases of all but absolutely necessary 
things, and consuming the minimum pos- 
sible; by also depositing in bank their 
money and by carrying in pocket the 

least possible 
amount. 
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MONTANA POWER COMPANY'S EARNINGS RECORD. 


Earnings $ 

Total Net Per Share Pfd. 
Income Income On Preferred Divs. 
$2,241,424 $1,516,869 15.68 1% 
639,289 1,325,625 13.71 1% 
3,167,505 1,678 342 16.42 1% 
4,753,282 3,083,547 31.88 1% 
4,889,032 3,143,427 *32.51 1% 
5,186,305 3,050,195 31,53 1% 

4,401,308 2,295,631 23.73 1% 


*Does not include Red Cross dividend of $87,269 or $0.25 per share. 
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another cycle of 
prosperity, so 
that the surplus deficit of 1919 may be 
eliminated from consideration as a fac- 
tor in the company’s status. 

In the consolidated balance sheet as of 
December 31, 1919, the company showed 
total assets of $98,878,674, the current as- 
sets being $2,859,389 and a profit and loss 
These figures show 
an increase over all previous years save 
1918, which was a banner year. The ag- 
gregate net profits available for dividends 
for the seven years, 1913-1919 were $16,- 
003,636, an annual average of $2,299,001. 
The percentage earned on the preferred 
stock for these years was 166.39%, an an- 
nual average of 23.77%. The average per- 
centage earned on the common stock for 
this period, after preferred dividends, was 
36.15% or an annual average of 5.16%. 
December 31, 1919, the net assets appli- 
cable to the common stock, aggregated 
$51,624,144 or $104 a share. 


Attractive Investment Opportunity 


The securities of this company deserve 
attention from investors of all classes. 
The bond issue of Ist and ref. sinking 
fund 5s, due in 1943 is one that offers 
safety and future profits, as well as a fair 
immediate return on the investment. It 
should: appeal to the small fund investor 
because the issue is in $100 bonds, as well 
as $500 and $1,000 denominations. At the 
present price of 78 the annual return is 
5 4/10% and without question they will 
materially advance in market value. The 
yield, if held to maturity, would be 612%. 

These bonds are redeemable at 105 and 
interest, on notice. They are a first lien 
on the company’s entire property, includ- 
ing the properties of the Butte Electric & 
Power Company, Madison River Power 
Company, Billings and Eastern Montana 
Power Company, and the Montana Power 
Transmission Company. In addition there 
is deposited for the protection of the 
bonds, all the securities of the subsidiary 
companies, aggregating $20,308,000. 

The stock of the company is in an in- 
teresting situation. The price graph here- 
with will show the price variations. The 
preferred stock is now selling around 95 
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least, a return to the 5% annual dividend 
rate. To offset this to some extent, how- 
ever, is the fact that on June 2, last, $3,- 
000,000 in common stock came out of the 
voting trust to participate in dividends, 
and next June there will be a_ similar 
amount. It seems probable that the stock, 
now around 60, will recover a liberal pro- 
portion of its depreciation since the reduc- 
tion in the dividend rate last year. It has 
excellent possibilities—Vol. 24, p 422. 





CAUSES OF CURRENCY INFLATION 
AND THE REMEDY 


A. B. A. Committee Analyzes Existing 
Financial Situation 

The following report on the causes and 
remedies of currency inflation was made 
by a special committee of the American 
Bankers’ Association. Committee was 
composed of James B. Forgan, Thomas 
P. Beal, Robert H. Treman, Joseph 
Wayne, Jr., and John Perrin. 

“At the present time banks have loaned 
to their customers a total which is beyond 
all precedent and, in endeavoring to meet 
their requirements, have called upon Fed- 
eral reserve banks for loans and redis- 
counts in greater amount than ever be- 
fore. As a consequence, reserves of re- 
serve banks are now reduced almost to 
the legal minimum, and this at a season 
when they should be high in preparation 
for the inevitable expansion of loans in 
the autumn for crop moving. 


Causes of Expansion 

“Causes contributing to the great in- 
crease of loans include the following: 

“1, Thousands of blockaded freight 
cars are loaded with goods against which 
hundreds of millions of dollars have been 
loaned, payment being necessarily delayed. 

“2. Vast quantities of foodstuffs and 
other goods, against which loans have 
been made, are held for lack of cars and 
ships, and payment of loans consequently 
deferred. 

“3. Through loans and purchases, the 
banks have approximately $4,500,000,000 
of funds tied up in United States Gov- 
ernment obligations. 


other build- 
ings. 

“3. Those planning issues of secur- 
ities for new enterprises or expansion of 
those already existing could help by de- 
ferring such issues, thus withholding their 
competition for capital and credit. 

“4. States, counties and municipalities 
could render important aid by deferring 
the issue of bands, thus not competing for 
credit, and by deferring as far as pos- 
sible all public works and improvements, 
thus not competing for labor and mate- 
rials. 

“5. The Federal Government could de- 
fer until after the crop movement all.ex- 
penditures except those absolutely neces- 
sary for the orderly conduct of its affairs 
and could avoid all but absolutely neces- 
sary borrowing. 

“6. If every member bank should re- 
duce the total of its loans by 10 per cent. 
there would be an aggregate reduction of 
about $1,750,000,000. If all of the banks 
of the country should follow the same 
course, the aggregate reduction would be 
nearer $3,000,000,000. This would give 
safety to the present credit situation and 
provide for an equal expansion in the fall. 

“Indiscriminate deflation is not, how- 
ever, desirable. The problem of credit 
control in the United States is qualitative 
as well as quantitative. The problem is 
to regulate the flow and uses of credit.” 


ST. LOUIS SOUTHWESTERN 

St. Louis Southwestern common, which 
was recommended as a speculative rail in 
the preceding issue, has advanced to 21, 
compared with a recent low price of 11. 
At the new high, the stock, of course, has 
discounted in a measure many of the fa- 
vorable points discussed in the article. 

Moreover, since the preparation of the 
article, the wage award has been an- 
nounced, and the fact that it is retroactive 
to May 1 will require an adjustment of 
the income for the period from March 1 
to May 30, on which the recommendations 
were largely based. The three unreported 
months to September 1 will be similarly 
affected, as the company in that period 
will have to operate under existing tariffs, 
but at the higher wage schedule. 
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Calumet & Arizona Mining Co. 





Abnormal Conditions Have Restricted Operations of Big 


Arizona Producer 


Return to Normal Should Assure Dividends for a Long Period, However — Has Paid Out 


HE Calumet & Arizona Mining Co. 

was incorporated in March, 1901, un- 

der the laws of Arizona, with a 
capital of $2,500,000, consisting of 250,000 
shares of the par value of $10. On Feb- 
ruary 15, 1911, the capital was increased 
to $6,500,000, consisting of 650,000 shares, 
of the par value of $10, of which 642,521 
shares have been issued. 

The stock is listed on the New York 
and Boston stock exchanges. Recent 
quotations have been around $56, equival- 
ent to a market valuation of about $36,- 
000,000 for the property. The Bankers 
Trust Co. of New York, and the State 
Street Trust Co. of Boston, are transfer 
agents. The Mechanics and Metals Na- 
tional Bank of New York, and the Amer- 
ican Trust Co. of Boston, are registrars. 

The company’s property is located in 
the Warren Mining District, Cochise 
County, Arizona, and includes the com- 
pany’s original claims at Bisbee, Arizona; 
the American Saginaw group of claims, 
bought in 1912; the Calumet and Bisbee 
group and the Higgins group, bought in 
1913; and the claims formerly owned by 
the Superior & Pittsburg Copper Co., 
bought December 31, 1915; making a total 
area of about 2,068 acres of patented 
ground. The transfer of the Superior & 
Pittsburg property was made on a basis 
of exchange of 3% shares of Superior & 
Pittsburg for 1 


$109 a Share Since Organization 


By HARRY J. WOLF 


sulphide ore is reported blocked out. A 
15-mile railway will be required to en- 
able this property to become a producer. 

In 1911, the Calumet & Arizona Mining 
Co. took an option on 76% of the stock 





80 


70 


50 








Lay 





of the New Cornelia Copper Co., with 
properties at Ajo, Arizona, 42 miles south 
of Gila. The C. & A. Co. agreed to develop 


Co. built jointly with the El Paso & 
South Western Railroad Co., the 43-mile 
Tucson, Cornelia and Gila Bend Railroad, 
running from Gila Bend to Cornelia. 

In October, 1916, the C. & A. Co. took 
an option on 70% of the $1,000,000 capi- 
tal stock of the Gadsden Copper Co., at 
Jerome, Arizona, and agreed to spend 
$100,000 in exploration work on the prop- 
erty, which consists of 39 claims adjoining 
the United Verde Extension Mining Co.’s 
property on the south. To July 9, 1919, 
about $460,000 had been spent in develop- 
ment work. 

In April, 1920, it was reported that the 
C. & A. had purchased the Cornell prop- 
erty, belonging to the Van Anda group, 
and that extensive development work 
would be undertaken this summer. 

In June, 1920, the C. & A. Co. pur- 
chased the Eighty-Five Mining Co.’s prop- 
erties in the Shakespeare Mining District, 
New Mexico, probably to assure it a sup- 
ply of high silica ore for converter lin- 
ings, as the ore is reported to contain 
70% silica. 

Mine Development 

The property at Warren is opened by 

the following shafts, the first six of which 


have been used as main working shafts: 
Depth 





share of Calumet & [age 
Arizona, and 4 |e. 
bonus of $1 per /|iee 

share for quick de- 
livery. 

Side-line agree- 
ments with the Cop- 
per Queen Consoli- 
dated Mining Co., 
the Denn-Arizona 
Copper Co., and the 
Shattuck Arizona 
Copper Co., insure 
freedom from liti- 
gation, and contin- 
uance of friendly 
feeling and neigh- 
borly co-operation. 

In September, 1908, 
the company bought 
the Copper Giant group of claims at Cop- 
per Creek, Graham County, Arizona, 16 
miles northeast of Mammoth, which in- 
cludes 3 claims known as the Scanlon or 
Clark-Scanlon property. This ground 
has been tested extensively by diamond 
drilling, and has a 600-foot, two-compart- 
ment shaft, with several levels opened, 
and considerable medium to high-grade 
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SURFACE PLANT OF CALUMET & ARIZONA 
The properties are completely equipped with first-class hoisting plants, and the 
company’s new smelter was completed in 1913 at a cost of $2,000,000 


the property, and receive treasury stock 
of the New Cornelia Copper Co. for 
money so expended. In 1913 the C. & A. 
Co. exercised its option and acquired 
1,229,741 shares, or 68.3% of the stock of 
the subsidiary company, on which divi- 
dends of $306,935 were received during 
1918. The New Cornelia entered the pro- 
ducing stage in June, 1917. The C. & A. 
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Feet. 
. 1,837 
. 1,680 


Shaft. 
Junction 
Hoatson 
Briggs ... 1,630 
Cole .... - 1,480 
Irish Mag. 1,390 
Oliver .*. 1,375 
Campbell. 1,400 
Congdon . 1,267 
Powell 600 
The Junction shaft 
has five compart- 
ments, and is con- 
creted to the bottom 
level. It is the deep- 
est shaft in the Bis- 
bee district, and the 
main hoisting shaft 
of the Briggs, Hoat- 
son and Junction 
properties. About 2,000 tons of ore is 
hoisted a day, with 5-ton skips. The ore 
is crushed in an Allis-Chalmers gyratory 
crusher, and loaded by belt conveyors into 
railroad cars. From the 1200-foot to the 
1800-foot levels of the Junction shaft 
large bodies of oxide and sulphide ore 
have been opened. Some of this ore is 
of shipping grade, and large bodies of 






























solid pyrite ore, carrying from 1% to 2% 
copper, have been developed. 

The Hoatson shaft, on the Del Norte 
claim, has five compartments. Ore is 
being mined from a large shoot on the 
1300-foot level. This ore is taken by elec- 
tric haulage to the Junction and Briggs 
shafts where it is hoisted. 

-The Briggs shaft is about 3,000 feet 
south of the Junction shaft. Considerable 
oxide ore has been opened between the 
900-foot a-d 1400-foot levels, in nearly 
vertical fra-ture zones. Large bodies of 
enriched si:phide ore, averaging about 
5%4% copper, have been developed between 
the 1400-foot and 1500-foot levels. An 
important sulphide ore body was opened 
on the 1400-foot level. Ore from this 
property is handled by electric haulage on 
the 1400-foot level to the Junction shaft 
where it is hoisted. 

The Cole shaft hoists the output from 
the southwestern part of the company’s 
property. A large body of sulphide ore was 
developed between the 800-foot and 1100- 
foot levels, and smaller ore bodies have 
been opened from the 1,000-foot to the 
1400-foot levels. 

The Irish Mag shaft has four compart- 
ments, and was sunk on the company’s 
original 20-acre claim. It has yielded 
considerable high-grade copper ore, some 
of which averaged 30% to 40% copper. 
It was retimbered to the 900-foot level 
in 1916. 

The Oliver shaft, with four compart- 
ments, develops the Senator and Buckeye 
properties, cutting ore at a depth of 710 
feet, developing oxide ore on the 850-foot 
level, and sulphide ore averaging 5% 
copper between the 1,150-foot and 1,350- 
foot levels. 

The Campbell shaft is on the Regular 
claim, and is designed to develop an ex- 
tensive and hitherto unprospected terri- 
tory east of the Junction and Briggs 
shafts. 

The Congdon shaft, on the Black Bear 
claim, has been out of commission for 
several years, as the territory could be 
worked to better advantage through the 
Cole shaft. 

The Powell shaft is about 2,000 feet 
southwest of the Irish Mag shaft, and 
has developed nothing of value. 

Underground development work is re- 
ported to total about 150 miles, 50% of 
which is open and in use. The total 
amount of work done in 1918 amounted 
to 99,355 feet, including 54,675.5 feet of 
drifting, 28,398.5 feet of raises and winzes, 
and 16,281 feet of diamond drilling. The 
total amount of work done in 1919 was 
57,090.5 feet, including 30,014.5 feet of 
drifting, 23,260 feet of raises and winzes, 
535 feet of sinking, 754 feet of diamond 
drilling, and 2,527 feet of churn drilling. 

During 1918 the shaft on the Gadsden 
property was sunk to the depth of 1,230 
feet, and a crosscut was started west on 
the 1200-foot level. During 1919, 5,619 
feet of development work was done on the 
1200-foot level, but found no ore. 

The properties are completely equipped 
with efficient machinery, including first- 
class hoisting plants at all principal work- 
ing shafts. Electricity is used extensively 
on the surface and also for haulage and 
pumping underground. The electric 
power plant at the Oliver shaft contains 
1,000 KW, 500 KW, and 300 KW Westing- 
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house-Parsons turbo-generators, which 
supply power to the electrically operated 
machinery, including a 300 KW General 
Electric rotary converter for operating 
the street car line to Warren. 

The principal compressor plant has a 
35-drill Sullivan Corliss cross-compound 
compressor, having a piston displacement 
of 6,600 cubic feet of free air per minute, 
and three Sullivan straight-line air com- 
pressors. Much of the ore is so soft that 
it can be bored with a breast auger, so 
that the compressed air requirements for 
power drills are greatly reduced. 

The machine and blacksmith shops are 
housed in a steel-frame building, adjoin- 
ing which is a steel-frame plate shop. 
There is a timber framing mill, a ware- 
house, and an office building at the Irish 
Mag shaft. A new administration build- 
ing will be erected at Warren. The com- 
pany maintains its own hospital for em- 














HEADFRAME OF THE OLIVER SHAFT 

With its four compartments this shaft de- 

velops the Senator and Buckeye properties, 

getting out sulphide ore down to the 1,350- 
foot level. 


ployees, with an efficient staff. A model 
changing house has hot and cold running 
water, tub and shower baths, and lockers 
for 500 men. Fire protection is furnished 
by direct pipe lines to large storage tanks, 
all hose couplings being made to connect 
with those of the Bisbee fire adepartment. 
An automatic telephone system has sta- 
tions on the surface and underground, and 
is connected with the smelter at Douglas. 


The Company's Smelter 

The company’s new smelter is located 
at Douglas, Arizona. It was completed 
in 1913 at a cost of about $2,000,000. The 
works consist of a crushing plant, sam- 
pling mill, calcining plant, reverberatory 
department, blast furnace department, 
converter department, and six mixing 
beds, each of 10,000 toms capacity, to- 
gether with a 5,000-ton coke storage bed. 
The power plant is fully equipped. A sul- 
phuric acid plant, to produce acid for 
leaching the Ajo ores, was put in opera- 
tion during 1917. The plant is modern 
in every respect, and has a capacity of 186 








tons of acid per day. The company’s 
safety department was organized in 1915, 
C. & A. Ore Reserves 

In October, 1916, the ore reserves were 
reported as 1,976,815 tons of 4.99% cop- 
per ore, compared with 1,610,264 tons in 
1915. Recent reports of ore reserves 
have been indefinite. In the directors’ 
report for 1918 it was stated that the re- 
ports of engineers showed that the ton- 
nage of ore in sight had been somewhat 
increased during the year, and in the re- 
port for 1919 it was stated that due to the 
small amount of development work, the 
ore reserves showed a decrease during 
the year, but no figures of tonnage and 
average value were given. At the same 
time it was reported that the ore mined 
during 1919 was higher in grade than it 
had been for the four previous years. 
Such non-committal statements regarding 
the properties’ physical condition do not 
give the stockholders the kind of infor- 
mation they would like to receive. 

New Cornelia Ore Reserves 

In view of the C. & A. Co.’s large stock 
interest in the New Cornelia Copper Co. 
the ore reserves and possibilities of this 
subsidiary are of special importance in 
considering C. & A.’s position. At the 
beginning of 1918, diamond drilling and 
underground development work had de- 
veloped ore as follows: 


Tons N 





Oxidized ores.... 11,960,145 3 
Sulphide ores.... 40,302,457 1.587 
Estimated Copper 
BOO cvccwsccns SRee 1.579 


During 1918, there was mined 1,775,000 
tons of oxidized ore, carrying 1.465% cop- 
per, and 84,161 tons of high grade ore, 
carrying 3.39% copper. There was de- 
veloped during the year, 916,980 tons of 
sulphide ore averaging 1.573% copper. 
The tonnage of ore estimated as fully 
developed at the end of the year was 5l,- 
320,421 tons, carrying about 1.58% cop- 
per. 

During 1919, there was mined 1,542,533 
tons of ore, averaging 1.488% copper, and 
62,120 tons of high grade ore, averaging 
3.43% copper. Diamond drilling was 
continued during the year, and 1900 feet 
of holes developed an additional reserve 
of 1,085,356 tons of sulphide ore, averag- 
ing 1.25% copper. 

The production of New Cornelia for 
1919 was 39,509,461 Ib. copper, compared 
with 46,950,139 Ib. for the previous year. 
The net income for 1919 was $17,246, 
compared with $2,527,806 during 1918. 

Production 

The Calumet & Arizona Co.’s copper 
production since 1910 is reported as fol- 
lows: 


Year Lbs. Copper Oz. Silver Oz. Gold 
(000 omitted) 
1911 49,945 453,947 18,114 
1912 53,108 594,319 22,881 
1913 52,987 880,915 18,989 
1914 52,667 922,143 24,122 
1915 65,268 1,381,077 35,264 
1916 74,898 1,863,149 46,377 
1917 62,397 1,257,081 37,130 
1918 51,357 1,133,801 33,868 
1919 50,236 1,363,253 35,844 


The production of refined copper for 
the first six months of 1920, has been re- 
ported as follows: 
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NN Sree 3,984,000 
aa 3,164,000 
i ccmsdpceaeant sony 3,176,000 
SE su eb0ae van sents pacen 3,840,000 
GR dea bins txcgdanveeees 3,812,000 

21,216,000 


During the past three years the ton- 
nage of ore treated at the company’s 
smelter is reported as follows: 


Year. Dry Tons Ore. 
Sn? Rasthy aaa iveeees cated 1,016,613 
DES wagdwevededscanenteee 850,894 
DOU ccuiddebevesatansccses 701,450 


This includes some custom ores, for ex- 
ample, 245,443 tons during 1918, and 189,- 
463 tons during 1919. 

During 1918, the company mined from 
its own properties 676,888 tons, and dur- 
ing 1919 552,078 tons. The company 
ships high-sulphur ores low in copper, and 
lead ores, to outside. smelters. Some 
manganese ores have been sold to steel 
manufacturers, and some lead-zinc ores to 
paint makers. 





Butte Copper & Zinc Co. 





Dividend Record 


The following dividends have been paid 
since the organization of the company: 





Year. Per Share. Amount. 
1903 $2.00 $400,000 
1904 6.50 1,300,000 
1905 8.50 1,700,000 
1906 13.00 2,600,000 
1907 16.50 3,300,000 
1908 4.00 800,000 
1909 4.00 800,000 
1910 4.00 800,000 
1911 4.00 1,988,669 
1912 4.25 2,542,781 
1913 5.00 3,059,208 
1914 3.00 1,851,008 
1915 3.25 2,006,557 
1916 9.00 5,777,296 
1917 10.00 6,424,762 
1917* 1.00 642,479 
1918 8.00 5,140,062 
1919 3.00 1,927,563 

: eee 109.00 43,060,386 





*Distribution of capital. 





Financial Statements 

Balance sheets and income statements 
for the past two years exhibit the follow- 
ing figures: 


1918. 1919. 
Quick Assets..... $10,116,548 $10,026,300 
Accounts Payable 781,183 1,301,270 
NE in dcdceus 35,272,187 33,869,020 
Total Income.... 15,528,530 10,286,478 
Total Expenses.. 11,442,292 9,762,062 
Net Income...... 4,086,238 524,416 
Dividends Paid... 5,140,062 1,927,563 
Conclusion 


During the past two years, operating 
and market conditions have been abnor- 
mal, necessitating a policy of curtailment 
for both C. & A. and its brilliant subsi- 
diary. Both properties are in experienced 
and able hands, they are in splendid phys- 
ical condition, and they have demonstrated 
their earning ability. Under normal con- 
ditions they should earn dividends for 
many years. C. & A. shares near $56 are 
selling at a fair price, and can be regarded 
as a promising speculation at around the 
recent market quotation—vol. 24, p. 875. 








A Property That Has Prospered While 
Operated Under Lease 


Butte Copper and Zinc Shares Popular While the Company Is a Protégé of Its Big Friend 
Anaconda — High Zinc Market Needed to Make Stockholders Happy 


HE Butte Copper and Zinc Co. was 

organized under the laws of Maine, 

November 22, 1904, with a capital 
stock of $2,500,000, consisting of 500,000 
shares of the par value of $5 each. On 
July 30, 1917, the capital stock 
was increased to $3,000,000, 
consisting of 600,000 shares of 
the par value of $5 each. The 
shares are traded in on the New 
York Stock Exchange. 

The proceeds from the capi- 
tal stock were used in the ac- 
quisition and development of 
the company’s property, and to 
provide working capital. The 
property is owned in fee, and is 
located in the center of the city 
of Butte, Silver Bow County, 
Montana, about 1% miles from 
the main properties of the Ana- 
conda Copper Mining Co. It 
is a compact group of patented 
claims covering about 3,000 
feet along the strike of the 
Black Chief lode and other 
minor veins. The ten claims 
have an aggregate area of about 
108 acres. 


The men are drilling with a modern self-rotating stoping drill. 
Later the holes will be blasted and the broken ore added to the 


Early Development 


In the early days some shal- 
low work was done on the vein 
outcrops, and some silver ore was shipped 
to smelters, but no record of these ship- 
ments can now be obtained. During the 
year 1900, a development company took 
over the Emma claim and sunk a three- 
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By C. S. HARTLEIGH 


compartment shaft to the 800-foot level, 
and performed about 3,000 feet of develop- 
ment work on different levels in search of 
copper ores. Due to low copper and rela- 
tively high zinc content of the ore, the 





STOPING IN A BUTTE COPPER MINE 


company’s ore reserve. 


work was abandoned, and the property 
was idle for several years. 
Anaconda Takes Lease and Option 
On July 8, 1915, the Anaconda Copper 


Mining Co. secured a lease and option on 
the property, started development opera- 
tions, and has worked the property con- 
tinuously ever since. Under the terms of 
this contract the A. C. M. Co. acquired 
an option for 9 months on all 
or part of the 88,300 shares of 
Butte Copper and Zinc Co. re- 
maining in the treasury of the 
latter company at that time, at 
a price of $1 a share. The A. 
C. M. Co. took a lease on the 
Emma mine for 5 years, with 
privilege of renewal for an- 
other 5 years, and agreed to in- 
stall equipment and to unwater 
the mine to the 800-foot level. 

A new lease was obtained by 
the A. C. M. Co. on July 6, 
1917, to run until 1931. This 
lease involves a contract for 
smelting and reduction of ores, 
which terminates July 6, 1922, 
and provides for the treatment 
and reduction of all ores recov- 
ered from the property. 

For expenditures actually 
made by the A. C. M. Co. in 
developing the Emma mine, the 
Butte Copper and Zinc Co. 
agreed to make payment in its 
capital stock in lots of 10,000 
shares or fractional parts there- 
of, but the total payment to the 
A. C. M. Co. for work and equipment 
shall in no case exceed 50,000 shares of 


: the Butte Copper and Zinc Co. stock. 


The A. C. M. Co. has the right to abandon 
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he property if it finds mining operations 
impractical or impossible, in which event 
all machinery and equipment installed and 
permanently attached to the Butte Copper 
nd Zinc Co.’s property shall belong to 
hat company. A. C. M. Co. fulfilled the 
terms of the lease and took up the shares 
ptioned to April, 1916. The additional 
option on 100,000 shares was also exer- 
cised, and the A. C. M. Co. now owns 
217,040 of the 600,000 shares issued. 

The A. C. M. Co. advanced a crosscut 
2,500 feet from the 1,800-foot level of the 
Gagnon mine to connect with and develop 
the Emma ore bodies. The old shaft was 
unwatered, and sunk from the 800-foot 
level to the 1,000-foot level. During 1918 
bodies of zinc ore were opened, and also 
considerable manganese ore which was 
much in demand. 


Ore Bodies 


The Emma vein is from 80 to 150 feet 
wide, and consists of alternating bands of 
quartz and granite, with distinct foot-wall 
and hanging-wall streaks of rhodochrosite, 
or manganese carbonate, carrying zinc, 
lead and silver as sulphides. The foot- 
wall streak has been practically barren of 
commercial zinc ore, but carries substan- 
tial quantities of manganese, varying from 
4to 6 feet in width. The manganese ore 
in this part of the vein is better grade, 
and the vein filling contains large lenses 
of clean, high grade zinc ore: In some 
cases, bands of both manganese and zinc 
ore are found in the same section, and 
both are well defined and clean. At the 
margins of the ore shoots, where there is 
a transition from one class of ore to the 
other, the filling includes bunches and 
masses of zinc ore of relatively large size, 
in clean manganese ore, but the mixture 
is too intimate for effective hand sorting. 
This condition usually obtains for only a 
short distance, and clean ore of either 
zinc OF manganese remains. 












































Ore Reserves 


Prior to 1917, no ore reserves were 
estimated. In the engineer’s report of 
December 15 and 30, 1917, the ore reserves 
were estimated as follows: 

Zine Ore—Developed, 140,300 tons, con- 
taining 8.5 ozs. silver, 16.6% zinc and 6.9% 
lead. Probable, 243,000 tons, containing 
6.0 ozs. silver, 15.0% zinc and 5.0% lead. 

Manganese Ore—Developed, 30,000 tons, 
ontaining 38% manganese. Probable, 
900,000 tons, containing 37% manganese. 

The_development done on the manga- 
nese ore is limited, which accounts for the 
small tonnage allowed as developed ore. 
However, both foot-wall and hanging- 
wall portions of the vein are composed of 
thodochrosite, and have been cut in five 
different levels down to 1,000 feet depth. 
These workings show fairly uniform 
values and widths, and suggest that the 

anganese ore bodies occur in almost 
ontinuous sheets. 

The zine ores are shipped to the Ana- 
onda concentrator at Anaconda, Mon- 
tana, and are treated by’ flotation. A re- 
overy of about 80% is made in the mill. 

he concentrate is shipped to Great Falls, 
and reduced in the electric zinc plant. 

Manganese ores have been shipped raw 
© various steel plants in the eastern 
States. It is possible, and considered prac- 
icable, to calcine and sinter these ores in 
Butte, and market them as oxides, there- 
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by raising the grade and reducing the 
weight. 

From the standpoint of the zinc ore 
alone, the probable life of the mine is 
estimated at about 5 years. From the 
standpoint of the manganese ore, the 
probable life is estimated at 13 years. It 
has been demonstrated by development 
that the mineralization of the Butte veins 
extends to great depths, and the estimate 
of probable life based on present ore re- 
serve is no measure of the possible life 
which might exceed the figure given. 

The lowest workings of the mine have 
disclosed both zinc and manganese ores 
of payable grade. A body of zinc ore in 
a spur vein cut on the 1,600-foot level 
gave higher results in both zinc and sil- 
ver than any samples noted in the upper 


levels. 
Production of Zine 


The production of zinc ores from the 
property, from July, 1916, the earliest date 
that records are available, is shown in 
Table I herewith. 








TABLE I.—BUTTE C. & Z, ZINC ORE PRODUC- 


TION. 
% % 

Period Tons Silver Zinc Lead 
July to Deo., 1916.... 12,498 8.12 17.50 5,99 
Jan. to Mar., 1917... 41,488 6.59 15.387 8.09 
ite TET sécccesees 6.13 1484 6,08 
Jan. to June, 1918 6.48 18.82 6,06 
July to Deo., 191 9.81 14,12 6.83 
Jan. to June, 1919 7.28 #%414.07 6,11 
Fay GERD ecceccescs 8.31 15.42 6.64 











The mine closed early in July, 1919, due 
to unsettled labor conditions, and because 
the A. C. M. Co. closed down its zinc 
plant at Great Falls on account of the 
large supplies of zinc on hand in this 
country. During the year the zinc supply 
was largely consumed, and the A. C. M. 
Co. decided to resume operation of its 
zinc plant at half capacity. However, the 
coal shortage delayed resumption of op- 
erations until December .20, 1919, when 
the A. C. M. Co. proceeded, with the in- 
tention of bringing the production up to 
250 tons per day. 


Production of Manganese 


The company began shipments of man- 
ganese ore in October, 1917. The ship- 
ments have been as follows: 


Period. Tons. Manganese. 
Oct. and Nov., 1917...... 966 38.01 
ik UE -xtatedadeveese 574 37.88 
jay So FR WTB cece 28,330 36.67 
uly to Dec., 1918........ 41,738 36.77 


The company has no funded indebted- 
ness outstanding. In July, 1918, it paid 
a dividend of 50c. per share. None has 
been paid since. Under the terms of the 
lease to the A. C. M. Co. the net earnings 
from ore produced from the mine are 
divided 50% to Butte Copper and Zinc 
Co. and 50% to A. C. M. Co. 

Income account for the year ended 
December 31, 1919, showed gross proceeds 
from ore $666,602, and mining and treat- 
ment expenses $568,222, leaving an operat- 
ing income of $98,380. From this sum is 
deducted the A. C. M. Co.’s share of the 
income, amounting to $49,190, and $10,000 
depletion allowance, leaving a balance of 
$39,190. To this is added $17,488 interest 
received, giving a total income of $56,678. 
Deducting general expense and taxes $47,- 
959, the company reported a net income of 
$8,719 

At the close of 1918 the company had 





net current assets of $475,258, or about 
79c. per share. On December 31, 1919, 
the net quick assets amounted to $486,975, 
or about 8lc, per share. 


Conclusion 


Judging the company’s earning ability 
on its past record of production and op- 
erating expenses, the outlook is not en- 
couraging for the stockholders. It ap- 
pears that the company’s chief strength is 
its connection with the Anaconda Copper 
Mining Co., which is a highly efficient 
operating organization. If the Butte Cop- 
per and Zinc Co. stood alone, it is doubt- 
ful if it could make much money, under 
conditions similar to those which have 
obtained during the past few years. It is 
probable that the company can make 
money only in a high zinc market. The 


_ intrinsic value of the company’s shares, 


based on present quick assets, and the 
profits probably obtainable from its esti- 
mated ore reserves, is far below their re- 
cent market quotation of around $9. This 
stock should be regarded as a purely 
speculative issue. 





GOLD NOTES VS. SECURITY 


In making investments in various note 
issues, the investor should be careful not 
to confuse such notes with bonds or 
mortgages. There are many “gold note” 
issues on the market. Many are backed 
with ample security and, again, many are 
not. They should be examined with care 
to ascertain just what they promise to 
the purchaser, as to security. They may 
be a mere promise to pay in gold at ma- 
turity or backed up with a mortgage on 
the company’s property. 

A careful reading of many of the at- 
tractively .engraved certificates will dis- 
close that they are no more or less than an 
obligation of the company to redeem them 
in gold. The only assets behind this class 
of notes, usually issued by oil companies, 
are leases, and in some cases refineries. 

It may chance that in some cases these 
leases or refineries are already encum- 
bered with mortgages, or in trust, so that 
the note or bond is in reality a sort of 
preferred stock and sometimes not more 
valuable than the common stock that may 
have been given as a bonus, depending 
entirely on the possibility of redemption, 
on the success of the company. 





THE BUSINESS MAN’S BEST EPITAPH 


“People abroad charge us with being a 
material nation; that we have no appre- 
ciation of the finer things in life; we 
are interested only in coal, iron, steel, 
dollars, copper and so forth. Well, I have 
thought a good deal about that, and I 
am getting along in years, but if I could 
have wished for some great thing to 
mark my epitaph in life it would not be 
great monuments of marble and bronze 
placed to commemorate it, but if I can 
see long lines of smokestacks and flaming 
furnaces, that will mark one step forward 
in industry in this country, I would rather 
have it as a monument than the finest 
artistic thing in marble and bronze any- 
one can ever erect, because, my friends, 
it is for all time.”"—From an address by 
Charles M. Schwab before the Pennsyl- 
vania Bankers’ Convention. 
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Atlantic Refining Co. 





A Typical “Standard Oil” Success 


Atlantic Refining’s Lubricating Products Among the Finest in the World—Producing Depart- 
ment Not Profitable Thus Far—Why the Stock May Be Cheap at $1,200.a Share 


OON after the opening up of the Penn- 

sylvania oil fields by Col. Drake, the 

Atlantic Refining Co. was organized 
with a capitalization of $400,000 and 
actively engaged in the refining and mar- 
keting of petroleum products. The prod- 
ucts derived from crude oil at that time 
were not numerous, due both to lack of 
knowledge as to how to manufacture the 
present-day products and the lack of a 
market in which to sell such products as 
it was possible to produce. Those were 
the days in which they dumped the gaso- 
line in the river because there was no 
market for it! 

After its organization, Atlantic Refinery 
went along with fair success until 1892, 
when the capital stock, all common, was 
increased to $5,000,000. The new stock 
was used to acquire various refineries and 
marketing companies in Pennsylvania. 
Some of the refineries, in accordance with 
the Standard policy at that time, were dis- 
mantled and either abandoned or used to 
increase the capacity of some better lo- 
cated plant. Those of the former owners 
who accepted Atlantic Refining stock in 
payment for their plants have since be- 
come rich far beyond their dreams. 

In October of last year, Atlantic in- 
creased its common stock to $50,000,000 
and issued $20,000,000 of 7% preferred 
stock. At the same time, the company ap- 
plied to list its stock on the New York 
Stock Exchange. The entire new issue of 
preferred was offered for public subscrip- 
tion, but none of the common has been 
offered or distributed to the stockholders. 
Employees of the company were given the 
privilege of subscribing to the preferred 
issue on a deferred payment basis and a 
large number took advantage of the op- 
portunity. 

The listing of Atlantic Refining stock, 
opening as it did the books and activities 
of the company to the public, marked a 
new policy for Standard Oil interests. 
The offering of stock to the general public 
was also a new departure. As a natural 
sequence, there has since been much dis- 
cussion as to whether the change was due 
in part to a desire to interest the investing 
public in the success of the company and 
thus curb some of its antagonism toward 
the former Standard subsidiaries or to the 
lone desire of raising additional capital. 

A study of the financial conditions of 
the company at the time of the issue lends 
considerable credence to the first theory. 

Atlantic Refining’s Growth 

At the time of the dissolution of the 
old Standard Oil Company into separate 
organizations, the Atlantic was operating 
as a refiner-marketer only in the states of 
Pennsylvania, Delaware and West Vir- 


By J. GRANT 


ginia. Since that time the company has 
increased the scope of these operations to 
include the states of Connecticut, Rhode 
Island and Massachusetts. It has also 
expanded into the producing end of the 
game, besides acquiring tankers and boats 
for the transportation of crude oil. 

The statement issued in connection with 
the listing of the company’s stock is a 
very unusual one in point of detail and 
frankness. It gives the complete and item- 
ized history of operations since the year 
1914, showing the losses or profits in each 
phase of the industry. It is probably the 
most detailed statement ever issued by an 
oil company. 

The Atlantic handles its production 
through subsidiaries. They are the At- 
lantic Oil Producing Co., Panuco-Boston 
Oil Co., Irwin Development Co., Gulf 
Coast Oil Corp. and the Atlantic Lobos 
Oil Co. 

The company owns over 50% of the 
Gulf Coast Oil Co., over 75% of the 
Panuco-Boston Co. and over 50% of the 
Atlantic Lobos Co. The Irwin Develop- 
ment Co. is a small company and only 
holds a few acres in Kentucky, which are 
operated by the Atlantic Producing. 
Through the holdings of these companies 
the Atlantic became interested in nearly 
all the midcontinent, Gulf Coast and Mex- 
ican fields. 

Atlantic has not been very successful in 
its drilling operations so far, having put 
about $5,000,000 in drilling campaigns 
without any profits. A loss of over $500,- 
000 was sustained in this department in 
1918 and nearly as much in 1919. This 
demonstrates pretty completely the great 
risk and hazard attending the development 
of oil production, especially when it is 
remembered that the Atlantic Co. was not 
held back by loss of capital and had facili- 
ties for obtaining at least as-good-as-aver- 
age leases on which to drill. With all the 
advantages on its own side and after over 
two years’ operation, the company has 
not succeeded in breaking even. 

It must be noted, however, that the com- 
pany has acquired an immense amount of 
acreage (about 300,000 acres) during its 
drilling campaign throughout the various 
fields, holdings which may in time develop 
into very profitable ones. 

The company’s total net production is 
approximately 6,000 barrels a day, over 
80% of which is located in Mexico, This 
does not include the Atlantic Lobos pro- 
duction, nor. any profits to be derived 
from the operations of that concern. 

The Atlantic has recently taken up an 
interest in the Superior Oil Corp., which 
has been acquiring producing properties in 
Kentucky, principally in the Big Sinking 


field in that state. It has elected a ma- 
jority of the directorate of the Superior 
Co., but as yet has not announced to what 
extent it intends to control the manage- 
ment. Whether the money Atlantic Re- 
fining has advanced to Superior Oil is 
merely a loan to be paid back in crude, or 
whether it is to be kept for working capi- 
tal, is not yet definitely known. Atlantic 
Refining has, however, made a contract 
to run for a period of 10 years for the 
purchase of the production of the Superior 
Co. at the “posted” price of the crude. 
This is quite an asset, as in addition to 
securing a large amount of valuable crude, 
it relieves the company of the necessity of 
paying the premium which most refiners 
pay who purchase crude in this field. As 
a matter of fact, the saving amounts to 
between 25 cents and 40 cents a barrel. 
Large Refinery Operations 

For many years the Atlantic has been 
operating three refineries in Pennsylvania. 
The largest is at Point Breeze, near 
Philadelphia. This is a complete refinery 
in every sense of the word, manufacturing 
every known product that can be made 
from crude as well as the can and barrel 
containers. 

The refinery covers over 500 acres of 
ground, has a storage capacity of over 
6,000,000 barrels of finished products and 
runs through the refinery about 62,000 
barrels of crude daily. The plant handles 
both Mexican and domestic crude and has 
facilities for loading and unloading ves- 
sels in the foreign service. 

Another refinery is located at Franklin, 
Pa. This refinery, while not as large as 
that at Point Breeze, is practically as com- 
plete. It covers about 175. acres of 
ground, has a storage capacity of about 
1,500,000 barrels of petroleum products 
and runs through 7,500 barrels of crude a 
day. The lubricating products of this re- 
finery are famous throughout the world, 
no finer being manufactured anywhere. 

The third refinery is at Pittsburgh. It 
is much smaller and not as complete as 
the other two. It handles about 4,000 
barrels a day of domestic crude. 

Atlantic has just recently completed two 
new refineries, principally to handle Mexi- 
can crude. One is located at Brunswick, 
Ga., on the Turtle River. This refinery 
will handle about 4,000 barrels a day and 
has a storage capacity of about 600,000 
barrels of crude. The other is located at 
Guayabillo, Mexico, and is operated 
through the Atlantic Lobos. This refinery 
was built by the Atlantic Oil Producing 
Co. and turned over to the Atlantic Lobos 
at the time of the consolidation of the 
Port Lobos Petroleum Corp. and the At- 
lantic. It handles about 20,000 barrels a 
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be used as a skimming plant. There is a 
20-mile pipe line from this refinery to the 
producing property. 

The total amount of crude that can be 
handled by the Atlantic in its various re- 
fineries is about 97,500 barrels a day. The 
actual refining capacity is greatly in excess 
of this, however, as considerable of the 
crude is handled twice, once in the ordi- 
nary manner of taking out the gasoline, 
kerosene and light products, and again in 
going through the pressure stills, where 
more gasoline is recovered. 

The company has enjoyed a_ very 
healthy growth in the output of its vari- 
ous refineries, which are constantly being 
enlarged to handle additional demands. 

The annual output of its various prod- 
ucts in the last five years were: 


Dei caitcenanens 392,906,844 gals. 
a ee 415,067,130 “ 
DiS onclnwmnaaate 521,529,998 “ 
Ee ee 644,736,228 “ 
a 785,692,124 “ 


Transportation and Marketing Facilities 

The Atlantic owns and operates seven 
steamships with a dead weight capacity of 
about 82,000 tons. These tankers are used 


day, of light Tepetate Crude, but will only 





investors simply throw up their hands 
when they are told that. it takes $1,200 
to purchase one share. 

The market price of one share, how- 
ever high, is not a basic consideration, 
however; what the investor should con- 
sider is the total market value of the out- 
standing stock and the relation of earn- 
ings to that figure. Sometimes the high- 
est priced investments are the cheapest in 
the long run. 

There are outstanding only 50,000 shares 
of Atlantic Refining common stock and at 
the current market price the value is $60,- 
000,000, which is far less than the value 
put on many independent oil companies. 
With the addition of the preferred issue, 
the value of the total outstanding stock is 
about $80,000,000. The preferred only 
bears 7% interest and can be retired at 115 
at any dividend date after 1924. 

The company’s policy as to dividends 
has been the usual one of paying small 
dividends and ploughing back the larger 
percentage of its earnings in the way of 
improvements, expansion and additions to 
plant and equipment. As a result, the 
values behind the stock are always increas- 
ing and the investor’s “margin of safety” 
steadily widening. 


the company. Probably most investors 
are looking for the immediate return in 
the way of dividends and for that type of 
the investor Atlantic does not hold forth 
much allurement. The company will have 
to distribute the remaining $45,000,000 of 
common stock at some future date and 
when that occurs the investor who is 
patient enough to wait will be amply re- 
warded. The earnings of the company 
should be even greater in the future than 
they have been to date, as the results of 
their expansion into other fields such as 
producing, domestic and foreign sales, and 
Mexican holdings. With the earnings 
from these additional investments added 
to their present revenue, the company 
should show profits that would justify a 
much higher price than that for which 
the stock is now selling and at the present 
price Atlantic should be one of the best 
investments that can be found in the stock 


market.—vol. 25, p. 646. 





THE GEOLOGY OF OIL SHALE 

Martin G. Gavin, refinery engineer of 
the Bureau of Mines, said recently: 

“Oil shale contains little or no oil as 
such, but it contains substances which, 
when the shale is subjected to destruc- 
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bulk barges and 
motor launches are owned. 

Atlantic Refining has always marketed 
its products through its own organization. 
Its products are sold throughout the 
states of Pennsylvania and Delaware, and 
in a small portion of West Virginia. In 
recent years the company has expanded 
and is now erecting distributing stations 
in Connecticut, Rhode Island, Massachu- 
setts, where the freight rates permit. 

In line with the Standard policy, the 
company has also developed the service 
station for the sale of gasoline and motor 
oils direct to the consumer. Some mag- 
nificent service stations have been erected 
for this purpose in Pittsburgh and Phila- 
delphia and have been unusually successful 
in marketing goods. The company has 
developed very intensively the marketing 
of its products and today there is not a 
town or hamlet in either Delaware or 
Pennsylvania that cannot be reached by 
Atlantic Refining tank wagons or motor 
trucks. It is very probable that the com- 
pany sells over 65% of the petroleum 
products disposed of in the territory 
covered. 

In addition to the domestic market, the 
company has developed considerable for- 
eign business, although not much mention 
is made of this. It has had its own sales 
representative in Europe ever since 1915. 
With its excellent shipping facilities at 
Philadelphia and Brunswick, Ga., there 
are many possibilities for the development 
of a large and profitable foreign trade. 

Conclusion 

The common stock of the Atlantic Co. 
is now selling for the highest price ever 
recorded on the stock exchange and many 
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pany since 1915 are tabled herewith. 

The earnings for 1919, after the deduc- 
tion of Federal taxes, depreciation, and 
depletion, was $177 per share. This is 
about 14.7% on the present value of the 
common stock. The dividend declared 
and paid was only 1.7% on the market 
value. Since 1914 the company has earned 
net about $800 per share and has only paid 
$105 in dividends, leaving the balance, 
which is more than half the market price, 
to be put back in the business. The value 
of the plant equipment, including the oil 
property and leases, is carried at $43,857,- 
900, which is probably far below its pres- 
ent valuation. Last year over $10,000,000 
was spent in additions, new improvements 
and new plants. The charges for depre- 
ciation, depletion, etc., have been fairly 
liberal, and in 1918 and 1919 they charged 
off about $7,000,000, or 17% of the book 
value. The total amount charged off for 
depreciation, depletion, etc., to date is over 
40% of present value of the equipment. 

The book value of the stock is about 
$1,900 per share and it is very probable 
that the value is considerably in excess of 
the figures given in the report. The sur- 
plus was $56,300,000, or a little over $1,000 
per share. This is nearly the total value 
of the outstanding stock and if the stock 
does go up in value from its present price 
the end of this year will see the surplus 
exceeding the market value. 


The growth of the company has been 
very steady since 1914 and the business has 
increased in a very substantial manner. 
The value of the stock has increased con- 
siderably over the market price in 1914, 
but has not, kept pace with the growth of 


ably of unim- 
portant values for the most part. 

“An idea of what large-scale develop- 
ment of the oil shale industry involves 
may be gained from the consideration, that 
to produce one barrel of crude oil from 
shale on the average at least one ton of 
a tough rock must be mined, crushed, 
heated to a relatively high temperature 
and finally the residue, amounting to 
about 75 per cent of the original weight 
of the raw shale, must be disposed of as 
valueless.” 





DECLINING OIL PRODUCTION 

The following table, compiled by the 
American Petroleum Institute, shows the 
growth in the number of automobiles in 
the United States each year, the increase 
of the oil production of the United States 
and the number of barrels of crude oil 
produced per car each year: 


Year's Number 
No. of Pro- of Bbis. of 
Automobiles duction of Crude Oil 
on Crude Oil Each Year 
of Yr. (42-gal. Bbls.). Per Car. 
1911 700,000 220,449,391 314 
1912 .«» 1,020,000 222,935,044 218 
1913 .. 1,280,000 248,446,230 194 
1914 -«+ 1,711,338 265,762,535 155 
1915 .. 2,445,664 281,104,104 115 
1916 -» 3,544,952 300,767,158 85 
1917 .. 5,085,959 335,315,601 66 
1918 ... 5,945,442* 355,927,716 60 
1919 . 7,558,848 377,719,000 50 
EstiMATEs. 
1920 . 9,983,848 402,626,000 40 
WSBT 2c cce 12,000,000 430,809,000 35 
Average increase 33% Average 7% 
Increase 1919 over 1911 im cars..... 979% 
Increase 1919 over 1911 in production 71% 


*To December 1, 1918. 
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Ryan Petroleum Co. 





Reasons Why a Well-Backed Oil Producer Has Not 


Made Good 


Decline in Ryan’s Production—Was Burkburnett Acreage Worth the Price Paid? — Present 


YAN Petroleum has been a disap- 

pointment to many who bought it in 

the boom of last summer that car- 
ried it from $2 a share to $7% only to 
see it react later to present prices of 
about $3%. Its recent market movements 
have been sluggish and, this year at least, 
within a narrow range. To determine 
whether it is worth its present price, or 
more, it is necessary to look into the facts 
of its production. 

What boomed Ryan most of all last 
year was the talk of marvelous produc- 
tion from its main proven block of 60 
acres in the Burkburnett field. A price 
of $2,000,000 is said on good authority to 
have been paid for this acreage, or over 
$33,000 an acre. In other words, the pur- 
chase price amounted to the value of 
800,000 barrels of crude at $2.50 a barrel, 
without taking into account drilling or 
upkeep costs. 

Even if the expected gushers had come 
in, therefore, this initial price might have 
been considered rather stiff. As things 
were, the management delayed drilling 
operations for some time, while building 
a pipe-line to take care of the awaited 
production, so sure was it of results. In 
the meantime, the surrounding acreage 
had all been taken up, largely by small 
companies, each one anxious to get all the 
oil out of the ground that it could while 
the getting was good. What happened 
was that many more drilling rigs were 
put up than economical oil production 
demanded, and much oil went to waste. 
There was also the unnecessary expense 
of putting up four rigs to obtain four 
wells of short life when the same amount 
of oil might have been extracted through 
one well of longer life. 

When Ryan finally began drilling, there- 
fore, it was in the position of a man who 
joins a circle sitting around a big lemon- 
ade bowl with .straws in their mouths. 
The drilling of the other wells had re- 
lieved a good deal of the pressure on the 
limited oil pool underlying Burkburnett, 
so that the days of big initial production, 
or of “gushers,” were gone. Ryan prac- 
tically had to begin on a basis of settled 
production to which other producers do 
not descend until after they have had their 
period of temporary “flush” production. 

This fact, of course, made practically 
useless the elaborate precautions which 
Ryan Pete had taken to insure that none 
of its expected huge output should be 
lost, particularly the pipe-line. This was 
sold to the Prairie Gas & Oil Company, 
a Standard Oil subsidiary, on the under- 
standing that Prairie Gas was to buy all 
of Ryan’s production for a long time to 
come. 
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Status of Company and Outlook 


By JAMES GARRISON 


Last year’s output figures are available, 
and show a decreasing tendency which 
has been maintained to the present time. 
Production for the second quarter of 1919 
was some 60,000 barrels; for the third 
quarter, 200,000 barrels, and for the fourth 
quarter 70,000 barrels. At the present time 
output is running at the rate of some 
700 to 800 barrels a day, or around 
60,000 barrels a quarter. At the present 
rate of exhaustion of Burkburnett wells, 
it is estimated that output by the end of 
the year will be some 200 to 300 barrels 
a day. In that case the property in two 
years will have barely covered its pur- 
chase price, if that much, 


The pipe-line -is believed to have been 
sold at cost to Prairie Oil & Gas. The 
contract that Ryan made with the latter 
is not of much importance because the 
shortage of crude oil for refining keeps 
crude prices uniform throughout the dis- 
trict except where some unusual emerg- 
ency gives it a premium, which of course 
Ryan could not get. 


The high price of oil, now about $3.50 
a barrel for the grade that Ryan produces, 
offsets to some extent the lower produc- 
tion, and figured on the purchase price 
reduce the output required to cover it to 
under 600,000 barrels. Last year a total 
of 330,000 barrels was produced, but it is 
doubtful if as much as. 200,000 barrels 
will be shown this year. 

Ryan controls 60% of the stock of the 
Morton Petroleum Co., which has some 
forty small wells in Kansas and Oklahoma, 
with a total daily yield some time ago 
of about 55 barrels. Obviously this will 
not help out Ryan’s earnings to any great 
extent. 

There is a speculative element in the 
non-producing acreage of both Ryan and 
Morton. The former controls 1,284 acres 
in the Kemp-Munger-Allen district, near 
which some good wells have come in re- 
cently, and 67,980 acres scattered through 
various parts of Texas, mostly pure wild- 
cat territory. This may turn out to have 
some value, but that is highly problemati- 
cal. 

Last year Ryan reported a deficit of 
$173,133, and is scarcely likely to make 
a startlingly good showing this year with 
a declining production. On its balance- 
sheet property is carried at $8,305,655, 
which sounds high for undeveloped acre- 
age, as deducting $2,000,000 for the Burk- 
burnett field, it figures out almost $900 
an acre. An item of $3,000,000 for in- 
vestments presumably refers to the stock 
of Morton Petroleum. This may have 
been the purchase price of the 60% stock 
ownership, but it does not seem to have 
been worth it. Instead of working capi- 


tal, there is an excess of current liabili- 
ties amounting to $148,555. 

Ryan is capitalized at $3,000,000, in 
shares of par value of $1 each. A plan 
has been put through for a consolidation 
of the Ryan and Morton properties in a 
new company to be called the Ryan Con- 
solidated Petroleum Co. Ryan and Mor- 
ton stockholders are permitted to ex- 
change their stock for stock of the new 
company on the basis of one new share 
for ten old. It will have an authorized 
capitalization of 500,000 shares of no par 
value, and will hold 60% of the stock of 
Ryan Petroleum which in turn holds 60% 
of the stock of Morton Petroleum. 


Conclusion 


Trading in the old stock has been dis- 
continued on the Curb, the new consoli- 
dated issue supplanting it and selling at 
this writing around 27%. However, I 
fail to see how the consolidation is going 
to help matters any, as the difficulty seems 
to be with the physical property. Unless 
there is some hidden factor which gives 
great potential value to the property, I 
do not see why this new stock should sell 
anywhere near its present level. 





THE PRIZE MARKET IN 
WORLD TRADE 
(Continued from page 459.) 
of duty not applicable to similar products 
from other countries. In Cuba, also, there 
are very important reciprocal tariff con- 

cessions not extended to other nations. 

The need for sustained effort and dek- 
nite policies im regard to our trade exten- 
sion in Latin America was never so great 
as at present. We have made significant 
gains during the war, partly owing to ab- 
normal conditions. As normal competi- 
tion is resumed, we must meet our com- 
petitors on equal terms. Our monufactur- 
ers and traders must realize that the 
mountain will not come to Mahomet; 
some of them may find it necessary to 
adopt a more flexible export policy to re- 
tain their new trade, and to extend it, as 
the purchasing capacity of these new and 
largely undeveloped countries increases. 
It ts also to be hoped that our bankers 
may be able to give special consideration 
to unquestionably sownd tramsactions in 
the export field, particularly in such 
strategic points as Argentina and some 
other parts of South America. 

To hold and increase our trade in South 
America is perhaps not so vital from the 
standpoint of our national welfare as it is 
in the case of other great 
countries. It is chiefly for this reason 
that, as a nation, we have perhaps not been 
as scientific and sustained our foreign 
trade as have some of our competitors. 
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Trade Lines React Throughout New England 


Shoe Manufacturers First to Feel Effects of Business Depression—Financial Interests View 


\ 


USINESS conditions in the New Eng- 
land district have been frankly about 
as bad as it is possible to imagine 

them. The situation at this writing is 
still unfavorable and the outlook for the 
future is not one of assured improvement. 

When the first resistance to the mount- 
ing tendency in retail prices was encoun- 
tered last spring, the leather and textile in- 
dustries were first to feel its effects. These 
two industries being the leading lines of 
New England activity, -it is not astonish- 
ing that general business in this district 
should have fallen away sharply. 


Shoe Manufacturers Hit First 


First symptoms of the turn in the tide 
of business were felt by shoe manufac- 
turers when orders were cancelled in pre- 
viously unheard-of quantities. The manu- 
facturers had their choice of accepting the 
cancellations or making an issue of the 
matter on legal grounds, but so far as is 
known no producer carried the matter to 
court, evidently for fear of the result 
when competition should arise again. 

With money high and the banks calling 
for a reduction in lines of credit, there 
was but one course left for the shoe manu- 
facturer. Accordingly, many of them 
sought out the consumer direct. Stores 


were opened in out of the way streets by 


the manufacturers and stock was adver- 
tised at prices far below those to which 
the public had been accustomed. Really 
attractive and durable shoes were offered 
at prices ranging from $ to $6 a pair, and, 
as the public could readily compare them 
with those in the fashionable shoe shops 
at twice or even three times the price, 
these sales accomplished their purpose. 
They liquidated stocks of shoes on the 
hands of manufacturers with remarkable 
rapidity. 

For the time being the demand of the 
public appears to have been satiated. 
These sales and those in the retail shops 
have fallen off, but it is a question whether 
the seasonal factor is not also responsible 
for this tendency. Ordinarily, July is a 
dull season in the shoe industry. 

Manufacturers are now low on leather. 
Dealers in hides and skins report more 
inquiries for material, but little improve- 
ment in business. The fall demand has 
not yet appeared, but there is reason to 
believe that it may prove substantial. Be- 
lated orders are expected, and it is felt 
that cheaper grades of shoes will be in 
demand, in contrast with the high-grade 
output of recent years, which reflects the 
extravagant tendency lately. 


Depression in Woolen Industry 


In the woolen industry conditions which 
arose in June have become accentuated. 
The American Woolen Company, which 
had been running on a three-day-a-week 
schedule for about a month, closed down 
completely on July 10, ‘and so far as can 
be observed no immediate resumption of 
activity is in sight. 

Tke financial situation has undoubtedly 
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Future With Some Uneasiness 
By JOHN H. PETERS 


restricted the market and the consumption 
of wool has been decreasing steadily. In 
this, Boston is not alone, for English pro- 
dscers of woolen goods have felt business 
slipping away, due to cancellations, pri- 
marily, of Japanese orders. In view of 
the market uncertainties the Government 
decided to suspend its July auction sale, 
offering only some 600,000 pounds under 
sealed bids to clean up odd lots. The Gov- 
ernment holdings remaining are placed at 
around 61,000,000 pounds. 

That the outlook is for an excess of 
supply for some time to come is indicated 
by the appearance of Australian salesmen 
here, who have been endeavoring to sell 
their wool for considerably less than they 
asked a few months ago. Australian sell- 
ers- have not appeared in this market for 
years, certainly not since the outbreak of 
the war in 1914. As the British Govern- 
ment has released control of Australian 
wool the growers are endeavoring to sell 
the new clip at their own prices. 

In the manufacturing industry it is real- 
ized that the usual fall demand has not 
yet appeared. While the size of this de- 
mand cannot be gauged, and it is wholly 
guesswork as to the future, shrewd manu- 
facturers have stated that they believe 
that at least it may provide for a resump- 
tion of mill operations, with a consequent 
reduction in the unemployment which is 
rife in this section. 


Freight Tieup Hurts Other Lines 


In other lines the transportation con- 
gestion and the coal shortage are the most 
serious factors. One of New England’s 
leading railroad systems has but a few 
weeks’ supply of fuel on hand, notwith- 
standing that this is the time of year when 
coal is accumulated in this section. Di- 
version of coal to export trade has hit 
the New England district a body blow. 
In the summer months New England re- 
lics on tide-water coal receipts to accumu- 
late its season’s supply, but this year rail- 
road imports: into New England have 
borne the bulk of the traffic, and the out- 
look for next winter is serious. 

The preferential treatment for New 
England coal shipments arranged by the 
Interstate Commerce Commission should 
help, but whether it will stave off a famine 
next winter remains to be proved. 

The great amount of building and con- 
struction work now going on in Connecti- 
cut and Massachusetts has made for pros- 
perity in builders’ hardware lines, but 
transportation difficulties are impeding 
operations here seriously. It has been 
stated that millions of dollars’ worth of 
lumber is awaiting shipment to New Eng- 
land, but is tied up either at the mills or 
in transit. With the shortage of housing, 
not to mention other buildings, dealers 
cannot see lower building costs ahead. 


New England Roads Not to Blame 


It is doubtful whether the claim of in- 
efficiency can be laid properly against the 
New England railroad systems, however. 


Due to inadequate revenues ef previous 
years, equipment could not be maintained_ 
in quantity or efficiency at proper stand- 
ards. With the excessive demand for 
transportation augmented by placing the 
burden of carrying coal on cars which 
ordinarily goes by water, with no corre- 
sponding increase in cars commensurate 
with the increase in industrial activity in 
this district, it is not surprising that the 
roads failed to function satisfactorily. 

The fact remains, however, that last 
spring the Boston & Maine handled nearly 
a third larger traffic than it did a year 
ago under Federal control, despite car 
shortage, labor discontent and scores of 
other difficulties. How, this can be at- 
tributed to anything other than inereased 
efficiency is difficult to see. And it is a 
fact that in many fines an encouraging im- 
provement in the efficiency of labor can 
be noted. 

Boston Port Active 


Trade through the port of Boston is not 
developing to a degree satisfactory to busi- 
ness men in New England. There are to- 
day but two liners carrying passengers 
from Boston to Europe, and sailings are 
held down to one in about five weeks. 

Ships taken away from this port during 
the war have not been replaced, and ship- 
ping officials are at a loss to see why this 
port should be neglected, sitxated as it is 
some 24 hours nearer Europe than ports 
to the south. 

With reports of the bubonic plague in 
Mexico, authorities are making every ef- 
fort to prevent the infeetion spreading 
through the shipping at this port. No? 
that fears are entertained as to the spread 
of the plague primarily. Medical science 
has advanced to a degree such that this 
disease can probably be readily brought 
under control. But it is realized that if 
protection against the plague must be 
sought, it will mean making every wharf 
rat-proof and that can only mean tying 
up trade through this port indefinitely. 

The Boston banking situation is with- 
out doubt the easiest of that in any sec- 
tion of the country. The 7% rediscount 
rate at the Federal Reserve Bank is hav- 
ing its effect in reducing speculative trans- 
actions. The reserve position of the Bos- 
ton Federal Bank has consistently aver- 
aged as high or higher than any other 
district in the entire system. It is doubt- 
ful whether this is entirely a favorable 
factor, however, for a reduction in loans 
or a relatively easier tendency in money 
always suggests inactivity in business, for 
tight money at least is a sign of active, 
healthy business. The Boston bank has 
loans to other Federal banks, principally 
New York, around $40,000,000 outstanding. 
Were this not the case the reserve ratio 
would be nearer 70% here than the 55% 
recently. 


Investment Market Comparatively Calm 


Investment conditions have been quiet. 
The attractive rates prevailing for the 
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highest grade of securities always is pro- 
ductive of a fair demand for new offer- 
ings. Bond dealers found an active in- 
quiry, after July interest and dividend dis- 
bursements had been received, but since 
then conditions have quieted materially, 
incidental to the vacation season. 

Sentiment is decidedly mixed. Con- 
servative business men frankly admit they 
anticipate the future with great uncer- 
tainty, not to say alarm. In speculative 
circles the feeling is more confident. Of 
the two, one opinion is as valuable as the 
other. The average business man knows 
his line well. He may be dead right on 
his own business, but entirely askew on 
general conditions. We may see a dearth 
of business in leather, wool and their 
lines, but what ofthe great demand for 
new buildings, for road-building and pub- 
lic works, for the equipment industry and 
the continued activity in foreign trade as 
measured by our exports? 

Mark down sales at the retail stores 
have simply created a vacuum which must 
ultimately be filled. There is no evidence 
that world production has caught up with 
consumption. For this reason, if no other, 
it would seem that the present slowing 
down in business is likely to prove tem- 
porary and that for some years to come 
business will be active, on a saner and 
more conservative scale. 





DIVERSIFIED BUSINESS THE AIM OF 
THIS EQUIPMENT COMPANY 
(Continued from page 475.) 


ders for air brakes for 20,000 new cars, 
and in the period from February 15 to 


March 18 total business received was $3,- 
000,000, or within $500,000 of the amount 
of gross sales for the whole of 1919. 
This, of course, served to reduce inventory 
account and also to encourage the hopes 
of those who were becoming a trifle un- 
easy over the ability of the company to 
continue dividends at the rate of $10. In 
addition to the earnings this year from 
regular operations, which will be good, it 
is hoped that between $5,000,000 and 
$6,000,000 of war contracts will be settled. 

It will not be long now before railroad 
managers will be able to figure their posi- 
tion more accurately than for months 
past, and it is altogether likely that they 
will be able to formulate a definite buying 
programme, and, naturally, manufacturers 
of railroad equipment and appliances will 
be better able to gauge demands and pre- 
pare accordingly. 

The total capitalization of New York 
Air Brake Company is only $13,000,000, 
consisting of $3,000,000 first mortgage 6s, 
due 1923, and $10,000,000 capital stock. 
Interest on the bonds requires only $180,- 
000 a year, and the issue may be classed 
as high grade. 

The stock has moved over a wide range 
during the past few yeats and has suf- 
fered a considerable drop from its high 
of 186 registered in 1916. This reduction 
in price might be said to have been the 
process of writing off the war business. 
The stock has been quietly resting around 
par, or 100, for some weeks past, and there 
are indications that worth-while accumula- 
tion has taken place around that level. 
Eventually it should sell considerably 
higher, and it may be ranked as an at- 
tractive speculation. 


“Twixt Tape 


and Coupon 


Case of a Woman with a Little Money Plus Earning Power 
By RICHARD D. WYCKOFF 


A WOMAN subscriber writes that she 
is sixty, and although she has 
failed to make the goal of financial inde- 
pendence even at this age, she has about 
$2,200 which she desires to invest. 
Numerous overtufes have been made to 
her by stock salesmen representing firms 
with attractive industrial enterprises 
which, upon examination, proved to be 
highly speculative, if not of doubtful 
value. She finds it difficult to refuse to 
go into some of these because of the as- 
surances she has received as to future 
dividends and profits. While her mouth 
watered for the 50 and 100% profits that 
were just in the offing, she has put down 
her impatience and consulted us as to 
what she had best do. 


So many people write us, “I have 
$1,000, $25,000 or $100,000 to invest— 
what do you advise?” that it may be well 
to say a word here as to the individual 
circumstances which must always be con- 
sidered in giving advice’ of this kind. 
What may be good for a business man 
would be bad for the woman above de- 
scribed. The business man, to use poor 
English, has his future “all before him.” 
His years of greatest earning power are 
ahead, while hers, although she is still 
active, are limited by her own individual 
efforts and the comparatively few years 
which she can devote thereto. 

Most peopie would say that she should 
buy bonds—they are low, and they will 
advance eventually,-and she never will 
get another such chancé. I do not agree 
with this view. This woman, being sixty, 
will, in the next ten or twenty years, be 
less and less able to look out for herself, 
and when the bonds mature she will be 
but poorly qualified to select new invest- 
ment mediums which will last her for the 
balance of her life. She is able to put 
aside a few thousand dollars a year, so 
that in another ten years she may have 
twenty to thirty thousand dollars, plus 
the accumulation from what she has in- 
vested in the meantime, and if her earning 
power keeps up, she should be very com- 
fortable from 70 or 75 onward. 

My advice to this woman would be to 
buy high-grade preferred railroad and 
industrial stocks. The principal reason 
why I choose preferred stocks instead of 
bonds is that preferred stocks do not be- 
come due—they keep on paying their 
dividends indefinitely, and she will not, 
therefore, be troubled with the problem 
of re-investment. 

I have gone over the various preferred 
stocks listed on the New York Stock Ex- 
change, and between the letters A and G 
I find twenty excellent securities, suitable 
for her purpose. Many of these are sell- 
ing from $20 to $30 per share lower than 
they did before the war. This is the re- 
sult of high money rates, the liquidation 
of securities formerly held by foreigners, 
and the more or less depressed investment 
conditions that have prevailed for the past 
year or two. The twenty different stocks 


at present yield an average net return of 
7.3%. They combine all the cardinal 
principles of safety of principal and in- 
come, marketability, convertibility, prob- 
ability of enhancement in value, distribu- 
tion of risk, geographically and commer- 
cially. . 

By the time this woman gets ready to 
give up active business, she should de- 
posit these securities in a trust fund, with 
a trust company, so that neither she nor 
any one else can make use of them in a 
way that might be to her detriment. 





FUTURE VALUE OF LIBERTY BONDS 

Advice to invest in Liberty Bonds may 
seem threadbare, but it is very pertinent 
today, as it has always been, more espe- 
cially on account of the low market price 
of these exceptional bond securities. It 
is generally admitted that some day these 
bonds will be at par and probably sell 
at a premium. The question at issue is 
just when that happy day will arrive. 
The pessimist predicts long, intervening 
years. The optimist says little but with 
spare funds gathers in more bonds. He 
knows the day will be speeded when the 
bonds will arrive “home.” 

One bearish argument is the proposed 
soldier bonus bond issue, it being argued 
that this will, if voted, still further de- 
preciate the price of Liberty Bonds. Dis- 
cussion during the legislative milling rel- 
ative to the bonus bonds disclosed the fact 
that while it is quite certain the soldiers 
will be paid a bonus, it will be accom- 
plished in a manner that will not depre- 
ciate other government securities. 

The next session of Congress will have 
the time, and is certain to have the dis- 
position, to give the status of Liberty 
Bonds special consideration. The pres- 
sure for some action to restore them to 
their rightful market value will come 
from every hamlet, village, town and city 
in the United States where the bonds are 
held. And this pressure will not be de- 
nied. 

There have been many ideas advanced 
as to how this can best be accomplished, 
some impossible and some with merit. 
Economic experts come nearer to the 
mark of reasonableness with the theory 
that high surtaxes have had more than 
a little to do with depreciation and that 
if the Liberty Bonds were exempted of 
all taxation they would at once enhance 
in market value. 

Whether or not this particular plan is 
adopted, it is fairly certain that before 
another year has passed some favorable 
legislation relative to these bond issues 
will have been enacted and the optimist 
will reap his reward. Wise people are 
continuing to buy Liberty Bonds and are 
putting them away in their strong boxes, 
confident that. the locks will not have a 
chance to grow rusty before they can take 
them out and market them at par. 
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How the New York Curb Market Works 


The Path of a Curb Transaction Traced from Order to Confirmation—What the Curb Does 
for Untried Industrials—The Plan to “House” the Outside Market 


HILE outwardly there is a wide 

difference between the operations of 

the New York Stock Exchange and 
the New York Curb, as one analyzes 
deeper, the resemblances outweigh the 
differences. The Stock Exchange is en- 
closed in a vast pretentious building, on 
whose floor none but Stock Exchange 
members and authorized employees of the 
Exchange may step during trading hours. 
Its members are mostly men of middle age 
or over,*and the securities dealt in are 
subjected to a rigid scrutiny before ad- 
mission to the list. The business ethics 
of its members are liable to rectification 
at the hands of a stern and impartial 
Governing Committee, and the organiza- 
tion of the whole structure is complex 
and efficient. 

The Curb, on the other hand, is best 
summed up in the phrase, “free for all”; 
free for all traders and for all securities, 
as no formalities need be gone through 
either to engage in active trading or to 
stir up a market for any security. -No 
membership fee need be paid for the priv- 
ilege of being sun-baked, soaked, chilled 
or otherwise engaging in the genfle art 
of open-air security trading. There is 
such a thing as a Curb Market Associa- 
tion, but its powers are limited and mem- 
bership is voluntary. Most of the men 
who trade are young, some surprisingly 
young. 

Visitors to New York are particularly 
impressed by the hubbub, the apparent 
disorganization, the strangely-shaped and 
colored chapeaux that surmount the agile 
intellects of the Curb, the weird signal- 
lings of Hamboyant fingers. Yet it is 
strange how each little odd detail falls 
into its place once one knows the how 
and why of Curb trading. 


How an Order Goes Through 


When your order goes through over 
the telephone, or is sent by the order 
clerk on a card, the margin clerk first 
approves the financial status of the man 
ordering with the firm. After this the 
order is sent to the firm’s representative 
on the Curb (of whom there may be 
many, depending on the size of the firm) 
by telephone, special wire or the time- 
honored finger, wig-wag signal, carried on 
between a man in the office and the trader 
on the curb. The function of the dis- 
tinctive hat or cap is to indicate to the 
man up above the representative of his 
firm in the street, as from a height the 
head-covering is the most easily recog- 
nizable part of the foreshortened human. 

When the trader has executed his order 
to buy, say, 100 shares of Submarine Boat 
at $20 a share, he wig-wags back his sig- 
nal that he has filled the order, and hands 
the order-boy, an employee of his firm, 
a slip or “confirmation” of the order, 
stating that he has bought 100 shares of 
Submarine Boat at $20 a share for the 
person ordering. If the purchaser is still 
waiting at the office of the Curb broker- 
age firm, he can get this confirmation 
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within five minutes after he has sent in 
the order, and thus know precisely at what 
time and at precisely what price his stock 
was bought for him. 
Curb Laxity 

As might be expected from the descrip- 
tion above of the conditions under which 
trading on the New York Curb is con- 
ducted, with practically no regulation and 
no official record of prices, opportunities 
for questionable business conduct abound. 
This is not a blanket indictment ot the 
Curb, or its members. It is merely stat- 
ing that it is easier for an untrustworthy 
broker to “put one over” out on the Curb 
than on the Stock Exchange, and there 


THE N. Y. CURB MARKET 
May be summed up as a “free for all” 
market, open to all traders and for all 

securities 


is no extra-legal penalty to which the 
offender is liable. The importance of se- 
lecting a dependable broker for Curb deal- 
ings becomes doubly apparent. 

In the matter of the recording of prices, 
the absence of a ticker system for Curb 
securities introduces the element of faith 
in human nature into the read‘ng of Curb 
quoted prices, and many mistakes, mis- 
understandings and worse have taken 
place because of this. As a result, the 
man who trades in Curb securities must 
be extra careful, even if it is necessary 
to be cynical to avoid regrets. 

There is no doubt, however, that the 
Curb fulfills an important function in our 
economic organization. The very fact 
that it is an international institution, like 
the newspaper or the measles, proves 
that it is based on fundamentals. There 
are “Curb” markets attached to the Stock 
Exchanges of many of the big cities in 
the United States, there are the “coulisses” 
of the Paris Bourse and the Boerse of 


Berlin, the great “outside market” of the 
London Stock Exchange, the small trad- 
ers’ market outside of the metal exchange 
in New York City, to prove that business 
as today organized, demands some place 
where trading shall be simple and free 
of access and unhampered by formalities. 

Many of the stocks now listed on the 
New York Stock Exchange and crowned 
with the halo of respectability, saw their 
first active market on the Curb. It is an 
important part of the circulatory system 
of capital, and it would be difficult to 
start many new and important but untried 
ventures if there were not some such 
hospitable market for the securities floated 
in connection with them. 

The Curb provides a solution for dilem- 
mas that may arise in the handling of se- 
curities on recognized exchanges. At the 
time of the Stutz massacre when the se- 
curity was hauled off the trading list of 
the “Big Board” it was promptly adopted 
by the Curb. German municipal bonds, 
which command active popular interest, 
but which might introduce legal cempli- 
cations on the Stock Exchange in view 
of our technical state of war with Ger- 
many, have recently been naturalize@ on 
the Curb. Going further back, for a long 
time the market for all Standard O11 se- 
curities was on the Curb, when the con- 
trolling interests did not care to submit 
to the necessity of turning in financial 
statements to the New York Stock Ex- 
change. 


Housing the Curb 


Paradoxical as it may seem, the Curb 
Market Association has at length decided 
to get under a roof and be a regular 
stock exchange like its big brother on 
Broad and Wall Streets. What the atti- 
tude of the older exchange will be toward 
a Curb under cover is not yet quite clear, 
but an interesting possibility is that an- 
other outdoor Curb market may grow up, 
and thus New York may be blessed with 
four stock exchanges, the “Big Board,” 
the Consolidated Stock Exchange, the 
new be-roofed Curb Market Association, 
and the open air secessionist group. 

As soon as any restrictions on member- 
ship and the trading in securities are im- 
posed by the housed Association, the more 
volatile part of the brokerage business 
may float off to this new potential Curb 
market, obeying its need for a “free” 
market in the fullest sense of the term. 
All this, of course, is purely hypothetical, 
but may well turn out to be the logical 
development of the movement to “house 
the Curb.” 

Today, however, the Curb remains one 
of the most picturesque, if not quite com- 
pletely sanctified, of the organs of our 
body economic. While its lax methods 
and lack of regulation are against the 
spirit of modern business, there is little 
doubt that to some extent they are a 
necessary part of it, the hunting-ground 
of the speculator as distinguished ir»m 
the investor. 
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AN APPRECIATIVE READER 


Our brother editer, having run out of 
«cigars again, dropped in on us yesterday. 
He had another tale of disillusionment to 
welate. It seems that he picked up a torn 
piece of paper in his office and happened 
to start reading it. He liked it right 
away. It was so well expressed, so pat 
and to the point, and contained such bril- 
liant ideas. It was sound, too—everything 
in it agreed with his views. As he came 
ito the bottom of the column, he began to 
feel a sort of familiarity creeping over 
him—and then he remembered that it was 
an article he had written himself while on 
the Owl and Lark three years before. 

So we said, well, we were glad some- 
body had finally read it. 


* * * 
SURPLUS THOUGHTS 


T. O. Deep—I can’t see through this 
inflation-deflation business. You put a 
dollar’s worth of dollar in the bank and 
then you hear it’s worth only half a 
dollar. They call that inflating. Then 
you hear that the dollar is going to be 
worth a dollar again very soon. They call 
that deflating. Now where does the dif- 
ferential in the “flationary periods” go? 

C. Sharp—Do you read the surplus and 
profits items in the bank statements? 

* * * 


PAR COLLECTIONS 


Minister—We realize that the dollar of 
today is worth only fifty cents. In order 
to relieve a congregation that has always 
been generous, the finance committee of 
the church has decided to accept contri- 
butions at face value. Therefore, mem- 
bers who have been contributing 50 cents 
weekly need not feel diffident about put- 
ting in dollars. Future collections will 
be at par. 


BUY ME 100 SHARES 
OF ARTIFICIAL ICE 
COMMON . MR. FOX 


ALL RIGHT 
MR. LAMB 


LOOK out! 

IT'S A SLIPPERY 
STOCK. 

BETTER PUT YOUR 


RUBBERS ON OR 
YOU'LL FALL DOWN 


HUMAN AFTER ALL! 


Popular opinion is that bankers are cold, 
shriveled up old gentlemen whose great- 
est pleasure lies in squeezing pennies out 
of mortgaged widows and underpaying 
half-starved clerks As for Bankers’ Con- 
ventions—! 

In this connection, witness the follow- 
ing remarks filched from the extremely 
reserved, cold and inhuman response of 
Mr. Lou W. Chapple to the austere ad- 
dress of welcome delivered at the Six- 
teenth Annual Convention of the Mon- 
tana Bankers Association: 

“I wish to thank the gentleman from 
Lewistown for his cordial welcome. We 
hoped to be at Lewistown; in fact, we were 
informed that they had purchased a whole 


barrel of booze to distribute, but in these, 


trying times they have used that to irri- 
gate the crop. 

“While there is more water here than 
there is at Lewistown, as a beverage it is 
considered by some of the gentlemen 
present not worth a damn (sic). 

“The gentleman from Lewistown says it 
would be a good idea to make this an 
annual affair; he showed me a letter that 
he had received from the ‘management 
stating that he had better leave his wife 
at home, because they couldn’t accommo- 
date the two, and I am wondering if that 
is one of his reasons. 

“This is a very fitting place, it seems 
to me, to hold a bankers’ convention, es- 
pecially the magnificent front entrance. 
We came through the basement and some- 
body remarked that they weren’t expected 
to do business on the level anyhow. 

“My relationship with bankers to a 
large extent has been that they would 
sit around with their feet in a bucket of 
ice water and say ‘no’ to every reasonable 
proposition a man would put up to them 
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and that that was about the extent of 
their vocabulary. 

“I am traveling with a Billings Banker, 
and there is another here, but I think he 
has got tangled up with his baggage. He 
was lamenting to me that he had lest a 
piece of baggage on the way up; I said, 
‘Is that so? How did you de it” and 
he said, ‘Well, the cork came out.’ 

“I am proud of the fact that I can meet 
with a bunch of bankers like this. They 
are the only class of men in the world, 
I guess, that charge interest on what 


they owe.” 
* * * 


ON THE CURB 


Expectant stockholders of the Fluke Oil 
Company had been informed that their 
pet was at last “going on the curb in the 
morning.” They flocked down to the of- 
fice to see the operation. The big time 
developed at exactly 10 A. M., when the 
city marshal moved the two chairs the 
promoters had left to the sidewalk, 

*x* * «* 


A COMMON COINCIDENCE 


Customer—I have decided to take the 
short side of the market. 

Broker—Your decision and the condi- 
tion of your account coincide perfectly. 
Please see the cashier at once. 

* * * 


HOT STUFF 


Biter—Just the same there is going to 
be the devil to pay in this presidential 
campaign. 

Bitten—How’s that? 

‘Biter—You see, both candidates are 
publishers and the printers’ devils have 
to be paid just the same as the rest. 

* * * 

In financial matters it is always best to 
come from Missouri, while politically it 
is just as well to be born in Ohio. 


~ MR. FOX 
WHAT DOES 
THIS MEAN 2! 


—YOU SEE 
1H EASONABLE 
HOY°WEAYHER WE'VE 
BEEN HAVING 

THAWED our 

WHE STOCK! 


MORAL: The Weather Does Make a Difference. ‘ 
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Trade Tendencies 
Prospects of Leading Industries as Seen by Our Trade Observer 


Railroads 
Magnitude of Wage Award 

The announcement by the Railway La- 
bor Board of wage increases averaging 
21% is the most important event in this 
field. since the passage of the Transpor- 
tation Act, under which the properties 
were returned to corporate control. The 
aggregate of the increase as applied to 
the annual railway payroll has been esti- 
mated all the way from $600,000,000 to 
$625,000,000, but, due to other factors now 
at work, it is probable that the total in- 
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crease for the year to begin September 
1, 1920, will not be so great. 

A few railway managements have al- 
ready announced estimates of the in- 
creases as applied to their individual 
properties. The increase for New York 
Central proper is estimated at $30,000,000 
and for all New York Central Lines at 
$60,000,000. Ordinarily, the payroll of 
these lines is about 10% of the entire 
railroad payroll of the country. Illinois 
Central estimates that its payroll will be 
increased by $18,000,000 to $21,000,000, 
while Erie Railroad estimates its increase 
at $16,000,000. 

The payroll of Pennsylvania System 
used to run about the same as that of 
New York Central Lines—the two sys- 
tems aggregating about 20% of the coun- 
try’s railroad payroll. Just before the 
announcement of the wage award, Penn- 
sylvania Lines East, representing about 
half the system, announced that 12,000 
employees, or about 10% of those car- 
ried on the payroll, would be discharged. 

The Railroad Administration increased 
the number of Pennsylvania employees 
about 18%, so that the number remain- 
ing after the 10% decrease is still 6.2% 
greater than before. It has been esti- 
mated that the dismissals would result in 
an annual saving to Pennsylvania Lines 
East of $15,000,000. If this estimate is 
trustworthy, the saving from the dis- 
missals is about 50% of the effect of the 
wage increase on the same lines. 

It is probable that the Pennsylvania 
Railroad was over-manned to a greater 
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ments in the various industries, although su 
developments at times are of vital importance 
in the consideration of the long range pros 
pects for securities. This department will sum- 
marize and comment upon the tendencies in 
the more important trades as expressed in the 
authoritative trade publications and by recog- 
nized leaders in the various industries. As the 
general tendency in a given trade is but one of 
the many factors affecting the price of securities 
representing that industry, the reader should not 
regard these trade tendencies alone as the basis 
for investment commitments, but merely as one 
of many factors to be considered before arriving 
at a conclusion. 








extent than the railroads as a whole, and 
it does not follow from the action of these 
lines that 10% of the country’s railway 
labor can be dispensed with. On such 
an assumption, however, the estimated 
$600,000,000 increase would be diminished 
to $300,000,000. 

While the roads as a whole will not be 
able to dispense with the same ratio of 
employees as Pennsylvania, all of them 
will certainly make some savings along 
this line, for the situation demands that 
every railway management make one job 
grow where two languished before. 

On nearly every side have been heard 
predictions that the wage increases will 
result in increased efficiency. If the ex- 
perience in other industries be repeated 
in the railway field, the increases will re- 
sult in diminished efficiency. Rate of pay 
in itself may have nothing to do with 
efficiency, but .a high rate of pay is the 
result of a labor shortage, and such a 
shortage inevitably leads to inefficiency. 

With a general recession in other fields 
of industry and the consequent decline 
in wages, the higher rates of pay offered 
in the railroad service will attract the 
best workers. On this condition rests 
the chief hope for a restoration of effi- 
ciency. 

At the present time this factor of effi- 
ciency is of more importance to the rail- 
roads than is generally recognized out- 
side the service. In some of the depart- 
ments, especially among shopmen, during 
Federal control efficiency fell to 65% of 
normal. Hence, it will be seen that a 
complete restoration of efficiency would 
go far to ease the pains of the wage 
increase. 


Railway Equipment 
Increased Activity Under Difficulties 


Though seriously hampered by the coal 
shortage and traffic congestion, the equip- 
ment makers have been cheered of late 
by increased activity both in inquiries and 
firm orders from the railroads. Recently 
one of the larger companies was com- 
pelled to lay off a large proportion of its 
men for lack of business, but it seems 
as if the turn has come. 

Financing difficulties are the main ob- 
stacle in holding back a flood of railroad 
orders for both cars and engines, but the 
success of some security flotations, the aid 
of bankers and to some extent of the In- 


terstate Commerce Commission’s loans, 
have relieved matters somewhat. The 
announcement of the long-expected freight 
rate increases is considered by many as a 
more important factor from the point of 
view of the equipment companies than any 
financing schemes based on loans in one 
way or another, as it is believed the high- 
er rates will encourage the roads to fill 
more than their immediately pressing re- 
quirements. “, 

Repair business: is doimg much to help 
fill the deficit in business caused by the 
railroads’ inability to order much new 
construction. It is stated that much equip- 
ment is in use now which in ordinary 
times would be scrapped in favor of new 
equipment, and even now is only kept go- 
ing by dint of much repair work. 

Foreign buying of railroad equipment 
continues satisfactory, particularly with 
non-European countries. Some of the 
smaller and newly-created European 
states have at various times come into 
the American market for equipment, in 
spite of exchange and price difficulties, 
but financing obstacles have operated to 
turn away a good deal of business from 
this source. In some cases more or less 
elaborate variations of the barter method 
have solved the difficulty for individual 
corporations, and at other times long- 
term Government obligations have been 
used as the basis of credit. 
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South American and Eastern countries, 
however, have been able to arrange their 
purchases more easily, and with the ex- 
pected revival of domestic railroad buy- 
ing should offer the industry good pros- 


pects for some time to come. Refrigera- 
tor cars particularly are in demand in 
this country, and passenger cars are also 
needed. So far the industry has not had 
to face the transportation problem in all 
its severity, but with the revival of busi- 
ness it may find this a handicap until its 
own efforts in the production of new 
equipment relieve the situation. 
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THLINKET 


The stock of the 
Thlinket Pack - 
ing Corporation, one 
of the important fac- 
tors in America’s 
great salmon in- 
dustry, has never 
missed a dividend in 
the last twelve years. 


It is an investment 
worthy of your con- 
fidence. You should 
know more about it. 
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Steel 


Congestion an Increasing Factor 

As the traffic congestion grows more 
and more strained, and particularly 
since the orders giving priority to cer- 
tain industries and to certain districts 
in the allocation of cars, matters be- 
come worse for the steel industry. Fin- 
ished and _ semi-finished products are 
dammed up at the source of production, 
and in piling up hinder operations, tie 
up large quantities of capital for indefinite 
periods, and increase the general market 
uncertainty. Operations, according to a 
reliable estimate, are not more than about 
50% for the industry as a whole, and, as 
one executive put it, “it is a marvel how 
they have the courage to keep up even 
that rate.” In one plant, for instance, 
which normally produces at the rate of 
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2,700 tons of steel a day, accumulations 
amount to 50,000 tons, which means that 
over $3,000,000 is tied up and unavail- 
able. In view of the present state of the 
money market this means trouble. ° 

Business is not particularly active at the 
present time, attention being concentrated 
on problems of transportation. Motor 
trucks are being used on a larger scale 
than ever before, even in cases where they 
would ordinarily be considered uneconom- 
ical, such as the transportation of rods 
and billets in two to five ton loads. In 
the case cited above, however, it will be 
seen that it would take from 10,000 to 
25,000 motor truck trips to clear away 
the outstanding accumulation, so that not 
much help is gained from this source. 

Steel men are convinced that once 
transportation difficulties are overcome a 
flood of orders will come in which will 
restore prosperity to the industry. In 
most cases, books are filled for the year, 
though conditions are so unsettled that 
some consumers are even asking for de- 
layed deliveries. Little price advance is 
expected, unless coke develops a runaway 
market, which it is not impossible it 
may do. 

Sheet and structural steel are the weak- 
est parts of the industry, building opera- 
tions continuing at a low level and ship- 
building in particular being dull because 
of the shipping situation and the Jap- 
anese collapse. On the other hand, tin- 


plate, especially of the type used for tin 
cans, and tubing are in very strong de- 
mand, and would be in a highly pros- 
perous condition if it were possible to 
make deliveries. Instances where fruit 
is spoiling in Californa for lack of cans 
give peculiar point to the situation. 

Pig iron is very strong, a tendency to 
higher prices being noticeable, together 
with an anxiety on the part of buyers to 
obtain contracts as far into 1921 as they 
can. To a large extent the coke situation, 
dependent on the soft coal shortage, is be- 
hind this strength, but scarcity of iron 
for immediate use because of the conges- 
tions plays a part. 


Export Demand Continues Strong 


In spite of commercial troubles in the 
Orient, export trade as a whole continues 
to be one of the brightest spats in the 
steel industry. Europe is still buying 
heavily, though its own production is 
improving, and South America is obtain- 
ing an increasing share of consideration 
from steel exporters. Wire and nail 
products are particularly wanted, though 
machinery, fencing, and tubing, together 
with railroad equipment, constitute a large 
part of our steel exports. 

Generally, though, the industry is wait- 
ing for transportation to improve before 
it can really be said to be prospering. 
This will mean the possibility of increased 
scale of operations not only for steel- 
makers but for their consumers, leading 
to an increased demand, while improve- 
ment in coal production will solve some 
of their raw materials difficulties. 


Oil 
Little New Production 

Despite the well-known fact that con- 
sumption is running well ahead of pro- 
duction, and that there is a market for 
practically all the new crude that can be 
brought up, figures of new production 
have been disappointingly low. Produc- 
tion for the United States as a whole will 
probably run somewhat over 10% above 
last year’s figures, while consumption will 
be considerably more, in view of the in- 
crease in automobile and motor truck out- 
put and the growing tendency to replace 
coal by oil as a fuel. The main new pro- 
ducing field in the United States is in 
Northern Louisiana, whose production 
practically accounts for the increase in 
this year’s figures.over last. 

Outside of the United States energetic 
efforts are being made to increase output; 
but little has come of them as yet, as 
most of the oil-bearing countries are in 
undeveloped regions where transportation 
difficulties play a great role. Thé great- 
er European powers are much concerned 
over the oil question, and are understood 
to be making arrangements with their na- 
tionals and with other powers to provide 
for their future needs. 

In South America, particularly in Co- 
lombia and Venezuela, oil is believed to 
exist in large quantities and of high 
grade, but owing to the difficulties of get- 
ting drilling equipment, pipe-lines, and 
the like, their production has. little other 
than a local significance as yet. Mexico is 
coming to the forefront as an oil pro- 
ducer, its output now running at about 20 
to 25% of that of the United States. 
Since the removal of the Carranza drill- 
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ing restrictions, especially, splendid re- 
sults have been shown, reports of wells of 
50,000 barrels a day or better being al- 
most weekly occurrences. To an increas- 
ing extent as time goes on this produc- 
tion is likely to be called on to supple- 
ment the inadequate supplies of this coun- 
try, especially as we are believed to be 
using” up our underground oil resources 
faster than any other nation in the world. 

To what extent the tremendous oil shale 
potentialities of the far West are immedi- 
ately available to relieve the situation is 
not known as yet, but if the present be- 
ginnings of exploitation prove as success- 
ful in this country as they have abroad, 
our oi] problems may find their solution 
here. 

Market Position Strong 

Demand continues to run high for pe- 
troleum products and there is little likeli- 
hood of any significant decline in the vol- 
ume of business done, for some time at 
least. Indications are all the other way, 
in fact. A further series of price in- 
creases for crude oil and refined products 
may be foreshadowed by the recent raise 
of 12 cents a barrel for one type of Cali- 
fornia crude ahd the increase of 2 cents 
a barrel for refined products at New York 
in wood barrels, which have limited use, 
however. 

New production is relieving the pres- 


MEX.PET PAN. PET. 
OHIO GAS TEXAS CO. 
SINCLAIR. CAL. PET. 


To July 29 


sure in the fuel oil market, to some ex- 
tent, and the Shipping Board, an impor- 
tant factor in the purchase of this com- 
modity, has nearly filled its requirements 
for the coming year. Gas oil continues to 
be in short supply, however, and talk of 
compulsory retrenchment in the non-es- 
sential use of gasoline is gathering mo- 
mentum, a voluntary rationing system 
already obtaining in California, where the 
oil products shortage is _ particularly 
marked. 

The outlook for all classes of well 
established oil companies is therefore of 
the most promising, the industry giving 
signs of healthy activity for some time to 
come, 


Rubber 


Slump in the Tire Industry 
The tire industry, which is the leading 
constituent of the rubber industry ifi this 
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The Alien Property 
Custodian 


during the Great War sold various prosperous concerns 
at auction, in many cases at forced bargain prices. 


For this reason we have been able to purchase a 
block of the securities of one of these concerns, the 
Eiseman Magneto Corporation, which we can offer 
at 
§ SHARES OF 7% PREFERRED STOCK 
I SHARE OF COMMON STOCK 
Total Cost . . $498.00 


This Company is one of the largest and oldest 
manufaGturers of magnetos in the United States. 


There is No Bonded Debt 


Earnings, before taxes, are at the rate of about 6 
times the Preferred Dividend and about $18 per 
share on Common Stock. 


Descriptive booklet apon request 


Eastman, Dillon & Co. 
Member: New York Steck Exchange 
INVESTMENT BANKERS 
71 Broadway, New York 
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NOT ENOUGH 


Three big modern plants, 
working to utmost capa- 
city cannot meet the de- 
mand for “Tapestry” and 
“Fisklock” brick manufac- 
tured by 


FISKE & CO., Inc. 


(ESTABLISHED 1864) 


Refusing orders to five 
times its present capacity, 
it must increase its facili- 
ties at once. 


Earnings in 1919 were over three 
times dividend requirements on its 


8% 


Cumulative Preferred 
Stock 
Price $100 per share 
with 20% bonus of common stock 


Ask for circular M.W., for full 
particulars 


BARSTOW, HILL & CO. 


Investment Bankers 


P ird Nat'l 
68 Devonshire St. ae g Bldg. 


Boston Springfield, 
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AN 
EXCEPTIONAL 
INVESTMENT 


An oppertunity is afforded the 
investor te share in the profits 
of the eil business without risk 
of capital loss. 


We are offering a short term, 
high grade collateral trust gold 
bond, secured by one of the 
leading eil producers in this 
country. 


This bond carries a bonus of 
common stock in a newly or- 
ganized eil company which 
promises te be very successful. 


Full particulars on request. 
Ask for Circular 4 


MAGUIRE & BURLEIGH 


Stecks and Bonds 


170 Broadway New York 
Phone: Cortland 3873 
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country, is in the throes of a slump of 
some importance as we write. In spite 
of the optimistic statement of some big 
tire producers, prices in some districts are 
showing a tendency to recession, and in 
one notable case the company has found 
it necessary to give away a tube with 
each tire to stimulate sales. 

To a large extent this is directly con- 
nected with the slump in the automobile 
industry, though general business regres- 
sion has had its effect. The tire com- 
panies have been laying off men in large 
numbers, consequent on decreasing sales, 
in some cases disrupting carefully ’ built 
up organizations under pressure ot ne- 
cessity; all this in spite of improvement 
in the weather over that of May and 
June, which should ordinarily have stim- 
ulated sales. Apparently tire users in ex- 
pectation of lower prices have been do- 
ing more repairing and retreading and 
thus getting a maximum of use out of 
their old tires. 

Prices of raw materials for tires, which 
had been showing an increasing tendency 
except for crude rubber, are now headed 
downward, particularly in the case of 
fabric, as the cotton market, which had 
shown peculiar resistance to deflation, has 
finally given way. With production costs 
declining and slack demand on the part 
of the buying public, it seems highly 
probable that tire prices will decline with- 
in a fairly short time. 

The rubber market, after a period of 
pronounced inactivity, has declined some 
points further, fundamental conditions of 
increased productivity beyond the de- 
mands of industry regulating its broad 
price movement still. In England, where 
the great rubber boom of 1910 burned a 
good many fingers, the feeling is grow- 
ing that the tendency to increasing pro- 
duction based on the discovery that it 


and old uses are being extended. Belt- 
ing made of rubber compositions, for in- 
stance, has been finding more favor with 
the increasing cost of leather belting, and 
a new process for the cold vulcanization 
of rubber has made this material applic- 
able to uses for which hot vulcanization 
had hitherto disqualified it. Export trade 
continues to run at a high level, but the 
effect of foreign competition may soon 
be observable in this field. 

While the tire industry is sharing to a 
large extent the depression felt in most 
industries, price recessions: may be ex- 
pected somewhat sooner. Other rubber 
manufacturers, however, are comparative- 
ly in good position. 


Cotton 
Bears Have Holiday 

The recent spectacular decline in cot- 
ton was due to a multitude of causes act- 
ing in combination. For one thing, its 
technical position was weak, as it had 
been largely overbought, particularly in 
the nearer months. For some time, in 
fact, the buying and upward movement 
in cotton kept on in the face of deflation 
in other commodities. This could not 
long be kept up, however, and sentimental 
sympathy with the stock markets, the 
exchanges, and the other commodity mar- 
kets eventually started prices down. At 
the same time, of course; tightening cred- 
its and high money rates worked against 
a bull campaign, while European condi- 
tions of late have scarcely been such as 
to justify confidence. 

As to the condition of the crop, the 
later reports are, the more favorable is 
the outlook for the crop. While the Gov- 
ernment report is not out as this is writ- 
ten, usually well-informed private re- 
ports indicate a condition of 75%, or a 








Shipments of Rubber from Producing Countries 


Plantation Wild 

tons tons 
., 8,200 62,300 
ys fe ee 14,419 63,730 
eee “xs 28,518 70,410 
_ aaa 47,618 61,822 
are 71,380 49,000 
mek SUD 50,835 
1916 .... 152,650 38,948 
iy 0. ee 52,628 
1918 .... 188,000 40,629 
1919 .... 358,000 41,635 
1920* 360,000 40,000 
1921* 381,000 40,000 
1922* 403,000 .... 40,000 
ee faces Se cee 40,000 
*Estimate of future production. 


Increase (+), or 
Total decrease (—). 
tons tons 
70,500 +900 
75,149 +4,649 
98,928 +23,779 
108,440 +9,512 
120,380 +11,940 
158,702 +38,322 
201,598 +42,896 
275,628 +74,030 
228,629 —47,000 
399,635 +171,000+ 
228,629 —47,000+ 
421,000 21,000 
443,000 22,000 
470,000 27,000 


tAverage increase, 62,000 tons; say, 222% per annum. 








was possible to grow rubber commercially 
on plantations instead of depending on 
the wild product, is nearly running its 
course and that in the future there will 
be less tendency to overproduction. 
Import figures for this country show a 
decided slump in rubber imports for June 
as against previous months this year and 
even as against June of last year. This 
would indicate a contraction of the pur- 
chasing market for rubber in this country. 
Outside of the tire industry continually 
new uses are being discovered for rubber, 


crop of 13,000,000, over 2,000,000 bales bet- 
ter than some early estimates. All this, 
of course, has worked to the advantage 
of the bearish faction. ~ 

Liberai offerings of new crop from 
the South have tended to undermine the 
confidence of buyers, particularly as Liv- 
erpool has not been very keen on fur- 
ther purchases. There is almost a belief, 
in fact, that England has overbought and 
is not to be counted upon for much on 
the buying side for some time. Buyers 
have therefore been rather shy and are 
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waiting for still lower prices before mak- 
ing commitments. 

This is about the critical time of year 
for the crop, but weather reports for 
some time have been good, and what talk 
there is of boll weevil and other infes- 
tations has not been of serious conse- 
quence. Crop and weather news will 
probably be the determining factors for 
more than a month to come, though a re- 
sumption of the general downward ten- 
dency because of the credit and business 
situation at large, and the waiting atti- 
tude of textile men, seems reasonable. 
The only thing in sight that could head 
the cotton market up again would appear 
to be a highly unfavorable report or crop 
news of decisive importance. 





i 


Cotton Production of the World and Aver- 
age Quantity Per Capita 
Crop Population Av. Ibs. 





8 
ae «+. 700 8 
1820 .... 650 780 9 
1830 .... 835 850 1.0 
1846 .... 1,300 950 13 
1850 .... 1,490 1,075 1.5 
1860 .... 2,550 1,200 2.1 
1870 .... 2,875 1,310 2.3 
1880 .... 4,643 1,440 3.1 
1890 .... 6,261 1,490 4.2 
1900 .... 7,566 1,570 47 
1910 .... 11,414 1,650 6.9 
1913 .... 13,850 1,700 8.1 
1914 .... 11,933 1,706 7.0 
1915 .... 8800 1,710 5.3 
1916 .... 9,067 3, aa 


1917 .... 10,440 1,721 5.9 
hind 1,729 








Sugar 
Inactivity and Price Decline 

Following the sugar boom of some 
months ago, the decline of over 5 cents a 
pound which has since taken place is all 
the more impressive, and may well be 
taken as the text of a sermon on general 
business decline. Some technical elements 
entered into the situation, such as the in- 
jection of a large and weak speculative 
group, but the fundamental factors behind 
the recent decline are good crop reports 
from Cuba, a lessened demand and in- 
creasing supplies. 

The shortage and high prio®s prevail- 
ing last year stimulated production all 
over, although Cuba has failed to produce 
the amount originally expected. Recent 
reports from the big island are all favor- 
able, however, and the sugar crop of Eu- 
rope is known to exceed last year’s con- 
siderably. This should lead to a greatly 
diminished buying activity from Europe, 
which was one of the big factors in the 
runaway markets of some months ago. 

At the same time, high prices encour- 
aged the importation of sugar from far- 
away production points which have been 
kept away from this market iu normal 
times because of the high cost of trans- 
portation. This has led to a certain 
amount of oversupply in this country, par- 
ticularly in conjunction with the fact that 
many consumers have stocked up heavily 
for a long period ahead and are conse- 
quently out of the market for fresh sup- 
plies. This condition applies more to 
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Secure as the 
Bedrock of New York 


YOU KNOW that a Mortgage is the 
highest form of security. 

YOU KNOW that New York City 
leads in growth and stability. 
Combine the two by investing your 

funds in Guaranteed First Mortgages 

on improved New York City real 
estate. 
Send for details TODAY of 
Special August offerings. 


Rental Seourity 
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Owner 
$2,640 
$1,500 
$1,776 
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Chemical Industry 
Grows in Canada 


So successful was Canada in the manufacture of Chemical Products during 
the war, and so wide were the market connections established, that organi- 
zation on a large scale became necessary. 


The result was Chemical Products, Limited, a company headed by promi- 
nent Canadian business and chemical men, with a plant valued at $2,729,907, 
for the production of commercial and pharmaceutical chemicals and fer- 


 \Clicislesl Peidente, Linseed 


8% Cumulative Participating 
Preference Shares 


Price: 100, with a Bonus of One Share Common Stock with 
each Share Preferred 


afford an excellent opportunity for United States investors to share in the 
protte of this big Canadian Chemical Products Company. 

referred as to assets and dividends. No mortgage indebtedness. Con 
servative capitalization of $1,700,000 Preferred as compared with net 
assets of over $3,000,000. 


A conservative estimate of net earnings would be $1,483,688 per annum— 
equal to eleven times Preferred Stock dividends—leaving a surplus equal 
to $18 per share on outstanding Common Stock. 


Dividends payable in New York Funds, increasing yield 
~4 — 8%4 at present rates of exchange, and net price 
out 87. 


Write us for Descriptive Circular 


RAHAMOANSONS. 


INVESTMENT BANKERS 


TORONTO, CANADA 
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Are you one of them? 


HERE are many people who buy and 

hold stocks for a long period of time 

and then flatter themselves on taking a profit 

which does not even cover the interest on 
their money. 


It is sad enough to be fooled in speculation, 
but it is sadder still not to realize it. 


Keep on speculating, if you want, but put 
part of your money into Prudence-Bonds, an 
investment that is independent of stock mar- 
ket fluctuations, backed by prime first mort- 
gages, and paying 6%. 





WE PAY THE 4% NORMAL FEDERAL INCOME TAX. 


Send for Booklet M.W. 6 


REALTY ASSOCIATES 
INVESTMENT CORPORATION 


31 Nassau St.. New York Phone Rector 2181 
162 Remsen St., Brooklyn Phone Main 6480 


GUARANTY TRUST COMPANY OF NEW YORK, Trustee of This Issue 
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coast districts than to the interior, where 
supplies are still short, but distribution is 
being better arranged than heretofore, 
and interior demand, while still unsatis- 
fied is not as keen as before. 

Credit stringency is also preventing 
large buyers of raw sugar from carrying 
as large stocks as they are accustomed to 
under normal conditions, as they would 
be tying up large amounts of capital at 
high interest rates. The market is pick- 
ing up, however, and more interest is be- 
ing manifested in raw sugar at prevailing 
lower prices. Refined quotations, how- 
ever, are still not adjusted to present quo- 
tations on raws, indicating perhaps a be- 
lief that they are only temporary. It is 
difficult to see at the present time where 
the impetus for an upward movement in 
sugar will come from, with increasing 
supplies, and the outlook is that refined 
prices will have to meet present condi- 
tions in the raw sugar market, though it 
will undoubtedly mean a loss for many. 


Grain 
Deflation and the Crop Outlook 


As in the case of cotton, weakness in 
the grain markets has resulted from a 
general tendency to deflation, together 
with pronounced improvement in the crop 
outlook. In the case of wheat, particu- 
larly, early talk of crop shortage gave a 
fictitious strength to the market which 
later crop reports have removed. The 
outlook now is for a United States crop 
of some 850,000,000 bushels for Spring 
and Winter wheat combined, which is be- 
lieved to be adequate to the situation. 

At the same time, Canada bids fair to 
produce some 300,000,000 bushels, almost 
a record crop, and the other large grain- 
growing centers, notably Argentina, In- 
dia and Australia, all report good crop 
conditions. As a result early strength 
in the markets could not be maintained, 
and price recessions to the extent of some 
15% have been taking place. 

European crops have recovered very 
well, and exports of foodstuffs are be- 
lieved to be due for a decline of great im- 
portance beginning with this year’s crops. 
England, particularly, is in a position 
where she will not be a heavy buyer, and 
within a short time it is entirely likely 
that the world markets may be flooded 
with Russian grain. 

The cr&p outlook in corn is just as 
promising as in wheat, prospects being 
for a 3,000,000,000 bushel crop in this 
country. Argentina also has a huge ex- 
portable surplus of corn to dispose of, 
with little market for it in Europe, where 
this grain is not popular except under 
stress of emergency. Transportation dif- 
ficulties are causing a certain falling off 
in receipts, but the demand does not ap- 
pear to be heavy enough to exact much. 

Oats will probably also be in plentiful 
supply soon, as the crop is estimated at 
some 1,400,000,000 bushels, though its 
market action, of course, follows that of 
corn and wheat. Prices would probably 
be even lower if it were possible to ship 
all the grain that is waiting for a market. 

Financial difficulties are making it hard 
for the usual large buyers of grains to 
hold any extensive stocks, so that con- 
trol of the market has passed out of the 
control of sellers entirely. Offerings are 
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plentiful, particularly in view of good 
weather conditions over most territory. 

Crop news so far has been entirely fav- 
orable, and little fear is expressed of 
rust or other infestation. The continued 
decline in prices has progressed to a point 
where its effect on the money markets is 
beginning to be taken into consideration. 
In the opinion of many, estimates of the 
amount of money required to move this 
year’s crops will have to be revised sub- 
stantially downward, in spite of the large 
actual production. It is possible that the 
money stringency expected this fall may 
not be as serious as anticipated. 

The decline in grains does not appear 
to have run its course as yet, as opera- 
tions since the reopening of the wheat 
futures market on July 15 have not been 
on a scale to suggest extensive prepara- 
tions for liquidation. 





TO CHART DEMONS 

In the June issue of The Nation’s Busi- 
ness appears the following smashing at- 
tack directed at one of Wall Street’s 
most cherished institutions: 

For lo, these many years we had gone 
on believing that bank clearings, bank 
deposits and pig iron productions were 
the sure barometers of business. One 
look at their wavering needles and we 
could reach for the umbrella or the straw 
hat with absolute certainty. And now 
comes Archer Wall Douglas to shatter 
our most cherished idols. Listen to the 
iconoclast : 

“There are Bank Clearings, one of the 
most noted fetishes, with a sacredness 
which once attached to that legend of 
the Garden of Eden. Alas for the dis- 
quieting discovery that if you had ten 
banks in a city with much volume of 
clearings, and they consolidated into one, 
there would be no more clearings, al- 
though the volume of commercial busi- 
ness would be unaffected thereby! 

“Then there are bank deposits whose 
piling up should indicate great prosperity, 
were it not that they do the same thing 
in times of great depression which is dis- 
concerting for the purposes of prophecy. 
But still there is left Pig Iron Produc- 
tion, known through all ages to be the 
one true barometer of business condi- 
tions. Of course, it may be embarrassing 
to explain why general business went on 
much the same in the months of the steel 
strike and the coal strike when Pig Iron 
Production was much curtailed, and why 
the growing conservatism of the day is 
not prefigured in the increasing output 
of Pig Iron. 

“Nevertheless, when all else fails, there 
still remains the transactions of Wall 
Street which form a weird and uncanny 
forecast of business some months ahead. 
There are parallel charts of business con- 
ditions and the movement of the stock 
market which indicate this connection 
quite clearly—until you examine them 
for yourself. Then you discover perfectly 
aimless gyrations up and down, depen- 
dent on high or low money, on the specu- 
lators who take counsel with their fears, 
on every fool rumor that blows. And 
when you have deleted the charts of 
their ‘corrections for seasonal varia- 
tions,’ their ‘averages’ and their ‘normals,’ 
you discover that they are not worth a 
damn as prophets of the future.” 
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Investment Bankers 
JOS So.La Salle Street” 
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Sound Bonds 
Yield High Returns 


As time goes on condi- 
tions should approach 
normal again with re- 
sulting profits to those 
who take advantage of 
the present situation. 


Write for a copy of our 
Letter No. W-150 


Herrick & Bennett 


Members N. Y. Stock Exchange 


66 Broadway, New York 
Telephone Rector 9060 


$1 East 42nd St. Peekskill 
New York City New York 





MORTGAGE 
INVESTMENTS 


Are you,Jooking for a specu- 
lative investment or do you 
want an investment free 
from worry and care? If 
you are looking for the lat- 
ter kind, you should know 
all about Forman Farm 
Mortgage Investments, 


Write now for full informa 
tion and circular, 
using the attached coupon. 


35 Yeors Without Loss Jo Customer 


eorge M. Forman 
€. Comp 


FARM MORTGAGE BANKERS 
(ESTABLISHED 1885) 


11 So.LaSalle Sr . Chicago, Ill. 


"rec OC U © «OC Nee 


Gearge M. Forman & Company. 

ll La Salle St., Chicone, 

§ Gentlemen: Without obligating me in any 
way, please send me full information_and 
latest circular regarding Forman Farm 
Mortgage Investments. x 











Current Bond Offerings 








Briefly Discussed and Analyzed 


Issue 
Government and Municipal: 

*Gov’t. Prov. Brit. Columbia Gold 6s.. 

*City of Dallas, Tex., Gold 5s 

*City of Youngstown, O., 6s 
Public Utility: 

*Duquesne Light Co., Ist 6s 

*Brazilian Trac., Lt. & Pr. 6% Notes.. 

*West Penn. Power Co. Ist 7s 
Industrial, etc.: 

*Columbia Graphophone 8% Notes... 
S.S. White D’ntal Mfg., 8% S.F. Notes 
N. Y., Chgo. & St. L. R. R. Gold 6s.. 
U. S. Rubber 74% Notes 
S.S. Kresge 7% Serial Notes 
Pan-Amer. Petrol. & T. Conv. 7s 
J. G. Brill Co. Equip. Trust 7s 


z Approx. 
Offering Yield to 
Maturity. Price Maturity. 
June, 1925 92.85 7.75 
1921-1960 9928-9196 6 5% (a) 
1921-1942 100.45-107.70 5.60-5.40 (a, b) 
7% (c,d) 
8.90 


1949 85 
Nov.,1922 94 : 
7.50 (c, d) 
(d, e) 


Mar., 1946 94.25 
8.55 (c, d) 


Aug., 1925 100 8 
Aug., 1930 100 8 

7.75 (d) 
1922-1926 100 7* 
Aug., 1930 94.50 7.80 


May, 1931 82 
Aug., 1930 98.25 
1921-1925 98.76-96.07 8 


(a) Legal investment for Savings Banks and trust funds in New York and other states. (b) 


Exempt fromm Federal Income Taxes. (c) Tax 
income tax to the extent of 2%. (e) Company 
common stock warrants. 


free in Pennsylvania. 


(d) Company pays normal 
refunds Pennsylvania *With 


four-mill tax. 








Government of the Province of Brit- 
ish Columbia 5-Year 6% Gold Bonds.— 
British Columbia is the third in size of 
the provinces of Canada, and has an 
area exceeding 227,200,000 acres. The 
natural resources of the Province make 
it one of the wealthiest in the Domin- 
ion, the forests alone covering an area 
of about 180,000,000 acres. The great 
progress which is being made in the de- 
velopment and production of the Prov- 
ince is seen in comparing the value of 
the total production in 1901, which 
amounted to $53,037,280, with that of 
1919, amounting to $253,901,367. 

British Columbia is the fourth Prov- 
ince as regards value of manufactured 
products with a total of $17],425,616 in 
1917. 

City of Dallas, Texas, 5% Gold 
Bonds.—Dallas, County seat of Dallas 
County, is located on the Trinity River, 
and is the largest industrial centre in 
the state of Texas. It is served by 
eight lines of railway and also con- 
nected with Fort Worth, Sherman and 
Denison by interurban electric railways. 
Dallas is the seat of the Federal Re- 
serve Bank of the Eleventh District, 
and also has nine national and state 
banks with combined resources of one 
hundred million dollars. The city is 
the largest manufacturing center in 
Texas, and the largest wholesale dis- 
tributing point south of St. Louis. The 
city owns property including fire de- 
partment, school, library, parks and 
playgrounds, etc., valued at over thir- 
teen million dollars, or more than the 
total indebtedness of the city. Within 
a one hundred mile radius of Dallas is the 
most populous and wealthy portion of 
the State of Texas. 

City of Youngstown, Ohio, 6% Di- 
rect Obligation Coupon Bonds.—These 
bonds are payable from, taxes levied 
against all of the taxable property 
within the City of Youngstown, Ohio. 
The net debt of this city is only $5,- 
230,911, or less than 2%% of its 1919 
assessed valuation. 

Youngstown has a present popula- 
tion of about 132,358. It ranks first in 
the manufacture of steel in the State 


of Ohio. The city has over two hun- 
acter representing a capitalization of 
approximately $200,000,000. 

Seven railroads and various inter- 
urban lines furnish adequate transporta- 
tion facilities for the city’s needs and 
make the city one of the most import- 
ant communities within the state. 

These bonds are issued for Park 
Equipment, Bridge and various improve- 
ment purposes. 


Duquesne Light Co. (Pittsburgh) Ist 
Mortgage & Collateral Trust 30-Year 
6% Gold Bonds.—The Duquesne Light 
Company owns in fee or controls 
through long-term lease or stock own- 
ership, and in large part directly oper- 
ates, properties conducting the entire 
central station electric light and power 
business in the city of Pittsburgh and 
throughout the major portions of Alle- 
gheny and Beaver Counties, Pennsyl- 
vania. 

The properties operated by the Du- 
quesne Light Company and its sub- 
sidiaries form a single inter-connecting 
system which serves a total population 
estimated to exceed 1,100,000, located 
in the heart of the Pittsburgh District. 
Franchises, with minor exceptions, are, 
in the opinion of counsel, unlimited in 
time or for 999-year periods. 

The First Mortgage and Collateral 
Trust 6% Gold Bonds are secured, in 
the opinion of counsel, by a first mort- 
gage on all property owned in fee by 
the Duquesne Light Company and by 
a first lien on its leasehold interests and 
on certain bonds and virtually all the 
stocks of its subsidiaries. The bonds 
are also secured, in the opinion of 
counsel, by a first mortgage on the 
new Colfax Power Plant, the comple- 
tion of the construction of which with 
an initial installed capacity of 120,000 
k. w. is being partly financed out of the 
proceeds of the $8,000,000 bonds now 
offered. 

The property, which, in the opinion 
of counsel, is covered by the first mort- 
gage lien of these bonds, will include 
two of the largest and most important 
electric power plants in the country 
(Brunot Island, to ‘be increased from 
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120,000 k. w. to 160,000 k. w. capacity, 
and the new Colfax Power Plant, ini- 
tial installed capacity to be 120,000 k. 
w.), and extensive transmission and 
distribution lines. 

The $31,718,500 outstanding First 
Mortgage and Collateral Trust 6% Gold 
Bonds (including the present issue), 
are followed by the $5,941,000 7% pre- 
ferred stock and by $18,226,000 com- 
mon stock (paying 8% dividends), of 
the Duquesne Light Company. 

The company operates under the su- 
pervision of the Public Service Com- 
mission of the Commonwealth of Penn- 
sylvania. 


Brazilian Traction, Light & Power 
Co. 3-Year 6% Secured Gold Notes.— 
The Brazilian Traction, Light & Power 
Company’s balance sheet shows net 
quick assets of over $10,000,000, and 
total net assets of about $155,000,000. 
Among its quick assets arc: 


Stores in hand and in transit, 
construction materials, etc..$7,254,969 

Accounts receivable 

Canadian Government Securi- 

ties 
Cash in hand and in banks.... 2,486,000 

The company does ‘all the electric 
light, power, transportation and tele- 
phone business in Rio de Janeiro and 
Sao Paulo, with populations of about 
1,250,000 and 600,000, respectively, and 
in each of which it has favorable fran- 
chises. Its telephone business, in par- 
ticular, has grown very rapidly, ex- 
pansion at the present time being 
limited only by the speed with which 
new equipment can be obtained. 

For the financial requirements of this 
great development, the company has 
not borrowed any new money since 
1916, the present issue of notes repre- 
senting a refunding operation. 


West Penn Power Co. Ist Mortgage 
7% Gold Bonds—lInterest payable 
semi-annually, February 1 and August 
1, in New York or Chicago. Bonds 
are in Coupon form in denominations 
of $1,000, $500 and $100, registerable as 
to principal only, the $1,000 denomina- 
tion being exchangeable for fully reg- 
istered bonds, coupon and registered 
bonds interchangeable. Redeemable as 
a whole or in part upon four weeks’ 
published notice at the following prices 
and accrued interest: On and after 
March 1, 1921, to and including Febru- 
ary 28, 1926, at 107; thereafter and to 
and including February 28, 1931, at 105; 
thereafter and to and including Febru- 
ary 29, 1936, at 104; thereafter and to 
and including February 28, 1941, at 
102%; and thereafter to maturity at 101. 

The West Penn Power Company 
operates principally in the southwestern 
portion of Pennsylvania, exclusive of 
Pittsburgh and its environs, furnishing 
electric light, heat and power to 113 
cities and. towns, each with a population 
of more than 1,000, and to 178 smaller 
towns and communities in the counties 
of Allegheny, Washington, Greene, 
Fayette, Westmoreland, Indiana, Arm- 
strong and Butler. These 291 cities, 
towns and communities are located 
from three (3) to fifty (50) miles from 
the limits of the City of Pittsburg. 
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Take advantage of present low exchange 
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Cities Service 
Company 
7% 


Series C Debentures 


Interest requirements being 
earned 11 times over. 


Convertible into Cities Serv- 
ice Company Common and 
Preferred stocks on attract- 
ive basis. 

Market value of stocks 
Junior to the Debentures 
more than five times prin- 
cipal amount of outstanding 
debentures. 


Yield 7.45% 


Plus common stock 
dividend accumulations 
Circular K on Request 


Henry L. Doherty 
Company 
Bond Department 
60 Wall Street New York 



































We offer: 
State of Michigan....... 
Continental Motor Notes. 
Detroit City Gas......... 
Cities Service Company...... 


Utah-Idaho Sugar Company... . 
Detroit, Monroe & Toledo.... . 


Southern Railway .............@s 
Sherwin Williams Company 7% Pfd. Stock 


We will buy: 


Acme White Lead 6’s, 1921-28 
Acme White Lead Preferred Stock 


We specialize in all Michigan Stocks and Bonds. 


JOEL STOCKARD & COMPANY 


Investment Bankers 
Main Floor Penobscot Bidg., Detroit 
Members Detroit Stock Exchange 























A. SCHULTE 


HAT name on a cigar store inspires 
confidence. The Schulte chain of 
stores, the Schulte Realty Co., the 

Mutual Profit Coupon Corporation are 
all allied and owned by the 


SCHULTE RETAIL STORES 
CORPORATION 


We offer, subject to prior sale, a limited 
amount of stock of the Schulte Retail 
Stores Corporation at $65 per share. 
Orders for stock must be accompanied by 
payment in New York funds and transfer 
instructions. 


Descriptive Circular 
Sent Upon Request. 


Morton Lachenbruch & Co. 


42 Broad Street, New York 
Chicago Detroit Philadelphia Pittsburgh 

















The chartered territory exceeds 4,000 
square miles, while the population of 
all communities served is in excess of 
500,000. 

The transmission lines of the com- 
pany serve the Pittsburgh industrial 
district, lying largely in the valleys of 
the Allegheny, Monongahela, and 
Youghiogheny Rivers, now recognized 
as one of the greatest manufacturing 
districts in the world. 

The industries served by the com- 
pany are of a widely diversified char- 
acter, of which coal mining, coke ovens, 
steel plants, pig iron furnaces, glass and 
chemical works stand out prominently. 

Columbia Graphophone Mfg. Co., 5- 
Year 8% Gold Notes.—These notes will 
be the direct obligations of the Com- 
pany which (excluding $250,000 real 
estate mortgages), has no other funded 
debt outstanding. They will be issued 
under a Trust Indenture which will 
provide that the company shall not 
make any mortgage or pledge (except 
purchase money mortgages or to se- 
cure acceptances made in the ordinary 
course of business) of any of its pres- 
ent or future assets without securing 
equally these Notes, nor shall permit 
any domestic operating subsidiary (as 
defined in the Trust Indenture), to 
mortgage or pledge any of its assets. 

The Trust Indenture will also pro- 
vide that the Company and its do- 
mestic operating subsidiaries (as de- 
fined in the Trust Indenture), shall at 
all times maintain current assets equal 
to at least 150% of their combined cur- 
rent liabilities, the present issue of 
notes, any future issue of debentures 
and notes, and all guaranties (as de- 
fined in the Trust Indenture), of future 
issues of debentures, notes and other 
obligations. 

The operation of the Sinking Fund, 
which begins June 1, 1922, should re- 
tire approximately one-half the amount 
of this issue prior to maturity. 

Total net tangible-assets applicable 
to this issue of notes upon completion 
of this financing will be over 4% times 
the par value of these notes, and net 
current assets alone will aggregate 
more than 3% times these notes. 

The equity junior to these notes is 
represented by $10,348,941 preferred 
stock and 1,209,762 shares no-par-value 
common stock, which, at present quoted 
prices, have a combined market value 
approximating $40,000,000. 





HOW’S BUSINESS 
(Continued from page 448) 


I forgot to mention that there is a life- 
sized bust of Napoleon—the one in which 
he is supposed to be posing as Julius 
Cesar ; also a large portrait of Mr. Wool- 
worth to replace the Napoleon portrait 
on the west wall and which shows Mr. 
Woolworth in a Napoleonic pose blandly 
gazing out at the East River. I have gone 
into these details because Mr. Parson, who 
comes from the people and who is very 
democratic, in fact a “regular” fellow, 
must have been waiting a long time for 
someone to rescue him from this jungle 
of beauty and also because Napoleon 
really wasn’t a little gilt feller. 
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| Seeease KNOWLEDGE 
of the needs and habits 
of the people, acquired by 
years of experience and ac- 
tual residence in the coun- 
tries themselves, is essential 
when transacting business 
abroad. 


23 Branches in South America 
One Branch in Mexico 
8 Offices in Europe 
Direct Connections with India 


“BANK, LIMITED 
New York Agency, 49 Broadway 
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BOND BUYERS’ GUIDE 








HIS table includes many of 


the active 


bonds listed on the New York Stock Ex- 


change 
essarily recommended. 
made to arrange them in the orde 
bility as investments, based upon 
principal and 
ment below attempts to 
factors. This table appears in every 
of this Magazine. 


income return. The 


They are classified but not nec- 
_An endeavor has been 


tr of desira- 
security of 
arrange- 


balance these two 


y other issue 


Foreign Government Bonds 


Belgian, 74s, 1945 


Tap. 4s, 1931 (par $974)......... 5 


Tap. Ist 4%s, 1925 (par $974)... 


Jap. 2nd 4%s, 1925 (par $974)... 71 
J. K. Ge. B. & 


‘ I. 5%s, Nov., 1922 
Paris 6s, Oct. 15, 1921 
U. K. Gt. B. &@ 1. 5 
French Cities 6s, 1934 
U. K. Gt. B. & I. S%s, 1937.... 
Dom. Canada 5s, April, 1921.... 
U. K. Gt. B. & L. 5%s, Nov., 1921 
Dom. Canada 5s, April, 1926.... 
Dom. Canada 5s, April, 1931.... 
Dom. Canada 5%s, Aug., 1929... 
Dom. Canada 5%s, Aug., 1921... 
Anglo-French 5s, Oct. 15, 1920... 


Industrial Bonds 


Midvale Steel 5s, 1936 
Va.-Car. Chem. Ist 5s, 
Chile Copper 7s, 1923............ 
Wilson & Co. 6s, ° 
Chile Cop 
Western Elec. 
Amer. Cotton Oil Deb. 5 
Colorado Ind. 5s, 
Int. Mer. Mar. 6s, 
Braden Copper 6s, 
Central Leather 5s, 
Beth. Steel Ext. 
Wilson & Co. 6s, 
h. Steel Ref. 
U. S. Rubber 5s, 
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Col. Fuel & I. 5s, 1943.......... 7 


Am. Smelt. & Ref. 5s, 
Armour R. E. 4%s, 
Rep. I. & Steel 5s, 
Lackawanna Steel 5s, 
U. S. Steel 5s, 1963 
Gen. Elec. Deb. 5s, 
Gen. Elec. Deb. 6s, 1940 
Texas Co. 6s, 1931 


Public Utility Bonds 


Amer. Tel. & Tel. 4s, 1929...... 7 


Nor. States Power 5s, 


Manhattan Cons. 4s, 1990........ 50° 


Amer. Tel. & Tel. 6s, 
Consol. Gas N. Y. 7s 
Pac. Gas & El. g. & r. 5s 
N. Y. Telephone 6s, 
Detroit Ed. ist coll. 
Amer. Tel. & Tel. 5s, 
N. Y. Telephone 4%s, 
Detroit Edison Ist ref. 
Southern Bell T. & T. 5s, 
West. Union Tel. 4%s, 
Hudson & Man. 5s, 1957 
Columbia G. & E. Ist 5s. 
Pub. Ser. N. J. 5s, 1959 
Int. Rap. Tran. 5s, 1966 


Railroad Bonds Legal for New 
Savings Banks 
First Grade: 


So. Pac. Ref. 4s, 
Lou. & Nash. Unified 4s, 
At. Coast Line 4s, 1952. 
C. Bur. & Quincy Ill. 3%s, 1949.. 
Union Pacific Ist 4s, 1947 
. T. & Santa Fe Gen. 4s, 
“Chi. & N. W. Gen 5s, 1987 
Union Pacific Ref. 4s, 2008 
Nor. & West. Cons. 4s, 
*N. Y. Cent. Ist 3%s, 
Lake Shore Ist 3%s, 
Til. Cent. Ref. 4s, 1955 
M. St. P. & S. S. M. 4s, 
Cc. B. & Quincy Gen. 4s, 1958.... 
Del. & Hudson Ref. 4s, 1943.... 
Second Grade: 
N. Y. Cent. Ref. 4%s, 2 
Nor. Pac. P. L. 4s, 
Gr Northern 4%s, 
Pennsylvania Cons. 4%s, 1960.... 
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Cc. M. & St. P. Gen. 4s, 1989.... 64% 


Pennsylvania Gen. 5s, 1968 
Nor. Pac. Ref. 4%s, 2047........ 
Cc. M. & St. P. Conv. 5s, 2014.... 


82% 
70 
62% 


Cc. M. & St. P. Conv. 4%s, 1932.. 63 
Balt. & Ohio P. L. 3%s, 192 79% 
Cc. M. 


& St. P. Ref. 4%s, 2 as 
Balt. & Ohio Ist 4s, 1948........ 


54 
59% 














A Close 
Analogy 


exists between present 
economic conditions and 
those which existed 
shortly after the civil 
war. 


We have prepared an 
interesting letter com- 
paring the two situa- 
tions, which gives sta- 
tistics taken from old 
records and sharply il- 
lustrates the possibilities 
of current investment 
markets. 


Ask for circular “M” 


BUODGETT 
HART & CONC 


42 Broadway, New York 


134 So. La Salle St., 68 Devonshire St., 
Chicago oston 
974 a Square, 246 Genesee St., 


uffalo Utica 


Direct Private Wires 

















FULL VALUE 
ON THE 
DOLLAR 


The dollar SPENT is 
worth less than half its real 
value—but the dollar 
SAVED is still worth one 
hundred cents. 


Change is a fundamental 
law of life. Inflated economic 
conditions cannot last. When 
the pendulum swings back, 
the dollars safely invested 
will have double their present 
purchasing power. 


Invest in guaranteed first 
mortgage certificates in any 
amount from $100 upward at 
5%% net. Safety of principal 
and payment of interest ab- 
solutely guaranteed. 


Send for circular M-10. 


LAWYERS MORTGAGE CO. 


RICHARD M. HURD, President 
Capital and Surplus $9,000,000 


59 Liberty St., N. Y 
184 Montague St., B’klyn 


























No. 1 of a Series 


Our 
Canadian 
Securities 
Department 


= yo in _high- 
grade Canadian Securi- 
ties. Owing to the 
present discount in ex- 
change large possibili- 
ties of profit exist. Our 
direct private wire with 
our Montreal office 
enables us to_ give 
prompt and _ efficient 
service. 


We shall be pleased to 
make recommendations 
and to quote markets. 


Sutro Bros. & Co. 
Members 

N. Y. Stock Exchange - 

120 Broadway, New York 


Telephone: Rector 7350 


57 St. Francois Xavier Street, 
Montreal. 























8.30% for 10 Years 


Lucey Mfg. Corp. 
10-year 8% notes 
Price 98 and interest 

An obligation of one of the 
two largest manufacturers 
and distributors of oil well 
drilling equipment. 


This is a stable manufac- 
turing and jobbing business 
which does not partake of the 
risks of oil production. 


We also offer 


Class A Stock 
Price $45 per Share 


ominick & Dominick. 


Members N-Y. Stock Exchange 
115 Broadway Phone Rector 2020 

















Railroad Bonds Not Legal for New York 
State Savings Banks 


First Grade: 
Union Pac. Conv. 4s, 1927 
Colo. & South Ist 4s, 1929 5734 
At. T. & Santa Fe Adj. 4s, i995. 64 
South Pac. Col. 4s, 1949 
At. Coast Line-L. & N. 4s, be 62 
Ches. & Ohio Gen. 4%s, 1992. 70 
Cen. Pac. Ref. 4s, 1949 69% 
Ore. Short Line Ref. 4s, 1929.... 75% 
Lake Shore Deb. 4s, 1931 77 
Ore-Wash. R. R. & N. 4s, . 64% 
Western Pac. Ist 5s, re 78% 
Peoria & East Cons. 4s 5 
Ill. Cent. CSt.L. & N. O. ss, 1963 
So. Pac. Conv. 4s, « oa 75 
So. Pac. Conv. Se 1934 
N. Y. Cent. L. 
Kan. City Term. ym 1960 
South ~* Cons. 5s, 1995 
New Orleans Trm. 4s, 1953 
Ill. Central 5%4s, 1934 
St. Louis-S. W. Ist 4s, 1989 
Reading Gen. 4s, 1997 
San Ant. Ar. Pass. ist 4s, 1943.. 
Sccond Grade: 
Wabash Ist 5s, 1939 
Kan. City South 3s, 
St. L.-S. F, P. L. 4s, 
Rio Grande West Ist 4s, 1939. 6 
Den. & Rio Geeade Cons. 4%s, 1936 
Cc. C. C. & St. L., Deb. 4%s, 1931 
> eo Sn ae St. L. Ist 4s, 1937... 7 
C. R. I. & Pac. Gen. 4s, 1988.... 
Virginian Ist 5s, 1962 
Pere Marquette 5s, 
Ches. & Ohio Conv. 4%s, 1930... 
Colo. & South Ref. 4%4s, 1935.... 
Rio Grande West Cons. 4s, 1949.. 
Ches. & Ohio Conv. 5s, 1946 
N. Y. Cent. Conv. 6s, 1935 
CckhLSA me Ref. 4s, 1934. 
St. Louis S. Cons. 4s, 1932.. 
Cent. of Ga. = 1929 
Kan. City South Ref. 5s, 1950 
South Ry. 4s, 1956 
Balt. & iain” 6s, ." 
No. Pac. eo 4s, 
St. Louis-S. F. Aaj, 


ENGLAND, FRANCE AND BELGIUM 
ARE RECOVERING RAPIDLY 


Vice-President Stanley, Guaranty Trust, 
Calls Allied Progress Reassuring 


“One finds much of a reassuring nature 
in the developments of the last year 
among the Allied countries. England’s 
courageous and farseeing policy, in spite 
of serious political problems throughout 
the British Empire, is bearing obvious re- 
sults in the restoration of credit and busi- 
ness activity generally. Her firm tax pro- 
gram, her foreign trade policy and her 
dogged determination to maintain her po- 
sition of financial supremacy are all com- 
bining to speed the restoration of normal 
ccnditions in England. Of course, labor 
troubles, decreased production and politi- 
cal difficulities in her dominions are giv- 
ing England great concern, but the British 
trait of sticking to the job promises to 
triumph over these difficulties. 

“France is rapidly getting back on her 
feet. The French peasant is producing 
splendid crops and France expects to 
raise enough wheat to supply her needs 
this year. The French industrial worker, 
in spite of sporadic strikes, is producing 
effectively, and the whole labor situation, 
in fact, seems to be much improved in the 
last few months. 
erally are ready and eager to work. 
France still needs fuel and raw materials, 
and has great financial problems to solve, 
but definite plans can be made to meet 
these problems as soon as the German in- 
demnity is fixed; and there seems no 
doubt that France will work out its future 
successfully. 

“Belgium has already moved back weil 
toward the normal. Conditions there have 
been fully described, and it seems pretty 
generally understood that Belgium per- 
haps least of all of the nations of Europe 
presents a problem.” 
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51% 7. 
60% 10.10 


The French people gen- * 











Odd Lots 


Our service meets the needs of 
those interested in odd lots, 
whether for cash, on margin or 
partial payment. 


Hartshorne, 


Fales & Co. 


Members New York Stock Exci:ange 
71 Broadway 


New York 
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You Benefit 


by our prompt and 
personal attention to 
your inquiries. 


We Specialize 


in New York Curb securi- 
ties. Our experience as- 
sures your complete satis- 
faction. 


Call 
Write 
Telephone 








FLG.EIN STEIN 


& CorrPran yr 
23 BROAD STREET, NEW YORE 
Telephone: Bread 4528 
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Answers to Inquiries 





ARMOUR 10-YR. 7s 
A Safe Investment 


We consider the offering of Armour & 
Co. 7% Ten-Year Convertible Gold Notes, 
due July 15, 1930, an investment of sub- 
stantial rating. The assets and business 
of the company furnish ample security. 
As to the conversion privilege, we agree 
there is some doubt as to its actual bene- 
fits. We should prefer to stick to the 
notes at their final yield. There is noth- 
ing to indicate that the stock will not 
earn 8%, but the interest on the notes is 
sure. 


AM. WOOLEN 
Discounts Adverse Factors 


Two chief influences have combined to 
depress the market price of American 
Woolen Common stock recently. One of 
these was the announcement made a few 
days ago that only a very small part of the 
recent stock issue was taken by the share- 
holders. The other was the announcement 
that a number of the company’s mills in 
Massachusetts had been forced to shut 
dewn temporarily, thus throwing, some 
30,000 of employees out of work. In ad- 
dition to this the company was said to 
have a large stock of goods on hand which 
it has had some trouble in disposing of at 
the high prices now prevailing. 

How far these adverse developments 
have been discounted in the market is a 
question, but we are quite of the opinion 
that their aspects have been pretty well 
measured by the present price of the stock. 
It is possible, even probable, that the price 
will sink somewhat further in the near 
future, but we believe that on any further 
decline, the stock would be a good pur- 
chase, as there can be no doubt that it is 
selling below its intrinsic worth. 

The leather companies also are said to 
have large stocks of goods on hand that 
they have had difficulty in disposing of. 
Furthermore, the trade is said to be prac- 
tically stagnant at present. This, doubt- 
less, has been a depressing influence on 
the price of American Hide & Leather 
stock, and it is still a question whether 
the present price has fully discounted this 






to be low enough now, and we would 
hardly recommend any sale of it at present 
levels. In all probability, there will be a 
sharp rebound-in the price of both Ameri- 
can Woolen Common and American Hide 
& Leather Common and Pfd. in the near 
future. 


DENVER REORGANIZATION 
Give and Take Likely 


There is no doubt that all the mortgages 
issued by Denver & Rio Grande are prior 
to the judgment in favor of Western Pa- 
cific, but any reorganization involves a give 
and take policy. Denver & Rio Grande 
needs money and cannot raise it under its 
present form of organization. Western 
Pacific, on the other hand, can provide 
the needed funds, but obviously will not 
do so unless it can ke assured of ample 
security. The fact that more than half 
the proceeds of the refunding 5s went into 
investments, since wiped out, places West- 
ern Pacific in a good strategic position, 
and this is all the article intended to indi- 
cate. When it comes to presenting a plan 
to the Interstate Commerce Commission, 
that body will require a reasonable bal- 
ance between the property and the securi- 
ties issued against it. Thus it follows 
someone must accept a scaling down and 
it appears that the holders of these bonds 
are in a weak position to contend for all 
the equity and security they seem to pos- 
sess under the indenture. 


AM. HIDE PFD. 
Now Attractive 


It is quite true that the American Hide 
& Leather Co. has paid off the last of its 
bonded indebtedness and that the pre- 
ferred stock is now in line to receive 
wholly or in part, the accumulated back 
dividends on the stock, which on July | 
last amounted to 114%. Thus far, the 
plans for refunding these dividends have 
not been completed, we understand, but 
there has been talk recently, about a plan 
under which the accumulated dividends on 
the preferred, would be paid off in second 
preferred stock. We have no definite in- 
formation on this score, but as the story 








development. However, the price seems seems quite plausible, we would not be 
MARKET STATISTICS 
N. Y. Times 
N. Y. Times. Dow, Jones Avgs. 7-50 Stocks~ 
40 Bonds. 20 Indus. 20 Rails. High. Low. Sales. 
Monday, July 19..... 66.91 90.21 72.61 82.46 81.56 312,483 
Tuesday, July 20...... 66.77 90.68 72.88 82.90 82.05 316.293 
Wednesday, July 21.. 66.77 90.45 73.08 83.09 82.22 304,577 
Thursday, July 22.... 66.70 90.74 73.45 82.86 82.06 317.741 
Friday, July 23....... 66.70 89.63 73.03 82.88 81.48 488,533 
Saturday, Fuly 24...... 66.78 89.85 73.00 81.90 81.38 172,453 
Monday, July 26...... 66.65 87.66 72.10 81.59 79.49 617,220 
Tuesday, July 27...... 66.58 87.68 71.98 79.95 78.27 1,064,331 
Wednesday, July 28.. 66.55 86.96 71.80 79.95 78.58 574,984 
Thursday, July 29.... 66.60 87.89 72.88 80.52 79.15 567,563 
Friday, July 30........ 66.79 86.86 72.56 80.67 79.40 381,503 
Saturday, July 31.... 66.74 86.85 73.03 80.07 79.42 171,945 
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A return of confidence in 
the earning power of the 
railroads should mean a sub- 
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surprised if the adopted plan for, paying 
the back dividends should contain some 
such provision. 

The leather industry has been in a state 
of stagnation for some time back. This 
doubtless, accounts for the low prices at 
which most of the leather shares are now 
selling. However, it is not at all unlikely 
that current prices of leather stocks have 
pretty well discounted this state of affairs, 
and so it might be advisable to sit tight 
until conditions improve; as they un- 
doubtedly will sooner or later—that is, 
when the trade shall have completely re- 
adjusted itself to peace conditions. 


NORTHERN PACIFIC 3s & 4s 
Disparity in Yields 

There are many phenomena in the gen- 
eral investment market that are difficult 
to explain, and one of them is the fact 
that some of the lower interest bearing 
junior issues are selling at prices to yield 
smaller returns than better secured and 
higher interest bearing bonds. An exam- 
ple is the 3% bonds of the Northern Pa- 
cific Railway, which at current prices yield 
somewhat less than the Northern Pacific 4s, 
which are a prior lien. Why this should 
be we can only conjecture. It is possible 
that the 3% issue is largely held by in- 
stitutions which, being in no particular 
need of funds, prefer to retain their hold- 
ings rather than sacrifice them at pre- 
vailing low prices, whereas, the 4s are 
more widely held by the public, who, on 
account of the high cost of living, find it 
necessary to replace their old line issues 
with higher yielding bonds of lesser se- 
curity. 

Of course, there is no particular signifi- 
cance attaching to the fact that some of 
the 3% and 3%4% railroad bonds are sell- 
ing at prices yielding lesser returns. than 
bonds of the same road bearing a higher 
interest rate, and apparently better se- 
cured. In our opinion, it is merely one 
of those strange phenomena for which 
there is no adequate explanation. 





UNITED LIGHT AND RAILWAY 
Good Speculative Bond 


United Light & Railway Co., first and 
refunding mortgage 5s, due June 1, 1932, 
of which $9,123,300 is outstanding, are se- 
cured by a first mortgage on the proper- 
ties of the Cedar Rapid Gas Co., Fort 
Dodge Gas & Electric Co., La Porte Gas 
& Electric Co., and the Ottumwa Gas Co., 
and by deposit with the trustees of $6,733,- 
000 par value of the outstanding first and 
refunding mortgage bonds of the Tri-City 
Railway & Light Co. and 98% ($8,820,600 
par value) of its outstanding common 
stock. These bonds are further secured 
through a deposit of $4,000,000 outstand- 
ing mortgage bonds of various other sub- 
sidiary companies. They are _ subject, 
however, to about $2,250,000 of outstand- 
ing bonds of controlled companies. 

So far as property is concerned, this 
bond appears to be pretty well secured, 
but the corporation’s earnings have not 
been altogether satisfactory in recent 
years, and for this reason the bond is not 
entitled to the highest rating. We believe 
it to be fairly safe, however, and to offer 
good speculative possibilities at current 
prices. 
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FRISCO BONDS OR CITIES SERVICE 
Relative Merit Compared 


As between St. Louis & San Francisco 
adjustment 6s and Income 6s on the one 
hand, and Cities Service Preferred stock 
on the other, we have a decided prefer- 
ence for the later. It is true that at cur- 
rent prices the Frisco issues afford higher 
yields than Cities Service preferred, but 
the dividend on the latter, in our opinion, 
is better secured than the interest on the 
former. The railroad has been paying the 
interest on these bonds all along, it is 
true, but the general railroad outlook is so 
uncertain, that no one can say definitely 
how long the interest will be paid. Cities 
Service Company, on the other hand, is in 
a very flourishing condition, and the divi- 
dends on the preferred stock is being 
earned many times over. 

We can see no particular reason to 
worry over Cities Service preferred. The 
price, it is true, has been declining for a 
long time back, but this fact is not due 
to any internal weakness in the.company’s 
affairs, so far as we can ascertain, but 
rather to the unfavorable conditions gov- 
erning the investment market as a whole. 
At current prices, the stock yields about 
9% per annum, and, as we know of no 
better investment issue for the long pull, 
we could hardly suggest a switch at 
present. 


U. S. RUBBER PFD. 
A Good Grade Investment 


Although we believe that Western Pa- 
cific Pfd. is a fairly good investment and 
even better speculation, still we would not 
advise anyone to switch into this issue, 
from one such as U. S. Rubber Ist Pfd. 
From a strictly investment standpoint, 
U. S. Rubber Pfd. stock is all that could 
be desired, whereas the general railroad 
situation is such that all railway shares, 
both good and bad, must be regarded as 
more or less speculative. 

Although we favor Southern Railway 
Pfd., and look to see it sell considerably 
higher in the not distant future, still we 
see little to choose as between it and 
Western Pacific Pfd. At any rate, we 
believe investors would be much safer in 
holding U. S. Rubber Ist Pfd. than by 
switching into some of the more specula- 
tive issues. 


FRANCS AND MARKS 
French Exchange Safer 


In our opinion, French Francs are much 
safer as a speculation than German Marks, 
although the latter, no doubt, have the 
better possibilities on account of the pre- 
vailing low rates of exchange. At any 
rate, speculation in German Marks is 
largely in the nature of a gamble, for no 
one can tell at present what the future 
has in store for Germany. 

A six months’ option on German Marks 
means that the one holding it has the 
privilege of purchasing such exchange at 
a fixed figure, generally above the prevail- 
ing market prices. In the event that 
Marks sell higher than the purchase price, 
the holder would be in a position to reap 
a profit; otherwise, he would merely fore- 
go this privilege and lose the amount that 
he has paid for it. 
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Prosperous Japan 
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Atchison, Topeka & Santa Fe.—Stock 
Authorized. — Interstate Commerce 
Commission has authorized the com- 
pany to issue $9,243,000 of its common 
stock in exchange for a like amount of 
the company’s outstanding 4% convert- 
ible bonds of the issue of 1910. 

Chicago & Eastern Illinois —Annual 
Report.—Company reports for 1919 net 
income of $1,994,757, compared with $1- 
564,650 for 1918. These nets take no 
account of $2,947,503 interest unpaid in 
1919 and $3,310,077 unpaid in 1918, both 
under orders of the court. The in- 
clusion of these items would have re- 
sulted in substantial deficits in both 
years. The Federal account shows a 
net operating deficit of $388,894, com- 
pared with $2,946,000 rental, or a loss 
for the Government of $3,334,894. Dur- 
ing the year a Board of Referees 
awarded the company $4,450,000 annual 
rental, but the award was rejected by 
the Director General, and an appeal will 
be taken to the Court of Claims. 

Duluth, South Shore & Atlantic.— 
Reports Deficit—Annual report of this 
company, which is controlled by Ca- 
nadian Pacific, shows a deficit for 1919 
of $413,508, compared with a deficit of 
$417,131 for 1918. A considerable de- 
crease in rental was partly offset by a 
gain in other income. 

El Paso & Southwestern.—Annual 
Report.—Company reports for 1919 net 
income of $3,128,710, equal to $12.50 a 
share on the $25,000,000 capital stock, 
compared with $3,551,699, or $14.20 a 
share in the preceding year. The com- 
pany carries on large outside operations 
in lumbering and mining and the de- 
crease was due to a decline in other in- 
come. 

Erie Railroad. — Greater Tonnage 
Moved.—During the first four months 
of corporate operation to June 30, the 
volume of freight carried by this com- 
pany increased 14% over the same 
period a year ago. The movement in 
ton-miles was 3,715,892,789, an increase 
of 144,461,372 ton-miles over the same 
months of 1919. The result was ob- 
tained by heavier loading of cars and 
the reduction of the movement of emp- 
ties. 

Great Northern.—Arranges Refund- 
ing.—Company has arranged to borrow 
from the Railroad Revolving Fund 
$15,000,000 to apply on the maturity of 
$20,000,000 notes September 1. The 
other $5,000,000 will be provided from 
the company’s treasury. 

Minneapolis & St. Louis.—Annual 
Report.—Company’s report for the year 
1919 shows $2.36 a share earned on the 
stock, after elimination of lap-over 
items, compared with $2.01 in 1918 on 
the same basis. Federal account shows 
a net operating deficit for 1919 of $135,- 
646, compared with rental of $2,773,857, 
or a loss for the Government of $2,909,- 
503. The net operating income in 1918 
was $550,449. 

Nashville, Chattanooga & St. Louis.— 
Four Months’ Income.—This road, 
which is controlled by Louisville & 
Nashville, reports to the New York 
Stock Exchange for the four months 


‘ended April 30, 1920, net income after 
all charges of $523,533, equal to $3.27 on 
the $16,000,000 stock, or at the annual 
rate of $9.81. 


Pittsburgh & West Virginia—Coal 
Segregation.—As a part of its plan to 
segregate its coal properties, this com- 
pany has applied to the Commerce 
Commission for permission to purchase 
from the Pittsburgh Terminal Railroad 
& Coal Company the stock of the West 
Side Belt Railroad, whose corporate ex- 
istence will then be terminated. Pitts- 
burgh & West Virginia owns the entire 
$14,000,000 stock of the Pittsburgh Ter- 
minal Railroad & Coal Company, 
which, in turn, owns 98% of the $1,080,- 
000 stock of the West Side Belt. After 
the transfers, the property of West Side 
Belt will be merged with the Pittsburgh 
& West Virginia, and some distribution 
made of new securities to be based on 
the coal properties. 


INDUSTRIALS 


American Bosch Magneto.—5 Mos. 
Earnings $702,863—The corporation 
for the 5 months ended May 31, 1920, re- 
ports net profit, after charges and Federal 
taxes, of $702,863, equal to $8.78 a share 
on the 80,000 outstanding shares of no 
par. 

American Brake Shoe & Foundry. — 
Earned $11.04 on Pfd. Stock in First 
Quarter.—The company for the quarter 
ended March 31, 1920, shows net income, 
after taxes and charges, of $624,396, 
equal, after 7% dividends on the common 
stock, to $11.04 a share on the $4,938,200 
pref. stock, which is entitled to all profits 
above 7% on the common. 

American Hide & Leather.—Earnings 
Slump.—For the quarter ended June 30, 
1920, the company reported a deficit after 
Federal taxes and charges of $810,697, 
compared with surplus of $238,135, or 
$1.89 a share on the $12,548,300 pref. 
stock in the preceding quarter. 

Surplus for 12 months ended June 30 
amounted to $1,105,787, equal to $881 a 
share on the pref. stock, against $2,690,- 
680, or $21.44 in the previous year. 

AmericanInternational.—Gov’t Work 
Finished.—_The company completed its 
Government shipbuilding program with 
the launching, July 21, of 7 ships at Hog 
Island. There is still considerable gov- 
ernment work to be done there for the 
Navy and War Departments. 

American Smelting.—Earnings-Mexi- 
can Operations 90%.—The company 
earned the $2 semi-annual dividend on the 
common stock by a fair margin in the 6 
months to June 30, 1920. In the same 
period last year only 4c. a share was 
earned. 

Operations of the company’s Mexican 
mines are at 90%. Rapid strides are being 
made toward completing the work of 
pumping out the properties flooded dur- 
ing the years of disuse, and capacity ore 
agora is onpeaeed by Dec. 31 next. 

i company’s 5 Mexican smelters are 
running full blast. 

American Zinc. — Earnings. — Fair 
Outlook.—In the 3 months ended June 
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and paper industry since its 
inception. 
If you would like to know 
something about the profitable 
investments still to be made 
in it—write for a copy of the 
special American edition of 
Investment Rec 
It will certainly interest you 
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30, the company earned net of $147,735, 
making total profits for first half of year 


$344,975. Half year’s pref. dividend re- 
quires $241,620, leaving a surplus of 
$103,355 


In the first 6 months of 1919, when zinc 
markets were heavy and price was below 
cost of production, the company showed 
a loss of but $14,000. Domestic consump- 
tion is not yet heavy enough to be re- 
flected in advancing quotations. Europe 
is not a factor. 

Armour. — Sales Fall Off. — Gross 
sales for the 6 mos. ended June 30 were 
$476,000,000, a decrease of $34,000,000 
from last year. 

V.-Pres. Dunham said that the tonnage 
handled was about the same as last year, 
the decrease being due to lower prices. 
Foreign business was greatly reduced, but 
tonnage of domestic business showed a 
marked increase. 

Baldwin Locomotive.—Business Not 
Up to 1919.—Unfilled Orders $50,000,- 
000.—The company has completed the 
first half of 1920 with operations below 
the corresponding period of 1919. The 
company has orders on its books to carry 
it to Dec. 31 next, and operations for the 
second half of 1920 should compare favor- 
ably with the last half of 1919. 

Operations have been slowly expanding 
since Jan. 1. The transportation situation 
is affecting equipment companies in com- 
mon with all lines of business. 

The company is understood to have 
$50,000,000 of unfilled orders. 

Barnet Leather.—Initial $1.50 Com- 
mon Dividend.—The company has de- 
clared an initial quarterly dividend of 
$1.50 a share on the common stock, pay- 
able Aug. 15 to holders of record July 30. 

Central Leather.—Big Fall in Profits. 
—The company for the quarter ended 
June 30, 1920, showed a deficit after 
charges, of $2,979,079, compared with sur- 
plus of $1,210,218, or $1.58 a share on the 
$39,701,030 common stock in the preced- 
ing quarter. 

For the 6 months ended June 30, 1920, 
the company shows deficit after taxes and 
charges, of $1,768,862, compared with sur- 
plus of $6,352,263 or $13.06 a share on the 
common stock in the same period of 1919. 

Chandler Motors. — Earnings and 
Production Still Increase—The com- 
pany in June had the biggest earnings in 
its history, profits being $1,134,000, a gain 
over May of 20%. For first six months 
net before taxes was over $5,200,000, equal 
to $18.50 a share on the 280,000 shares. 

Monthly shipments are over 3,000 cars. 
Production for first six months was 15,- 
500 cars, or nearly 2% times output for 
first half of 1919. Early in August the 
old production mark of 18,400 will have 
been passed. Estimate for the full year 
is 30,000. 

Coca-Cola.—Earned $2,004,000 in 9% 
Mos. — The company reports gross 
earnings for 9% months ended June 30, 
1920, of $3,784,000, and net earnings of 
$2,004,000, after depreciation, reserve for 
taxes, and dividends. 

Columbia Graphophone.—New Note 
Issue—The company has sold $7,500,- 
000 of 5 yr. 8% notes which are being 
offered by a syndicate headed by the Guar- 
anty Trust Co., Dominick & Dominick 
and Kissel, Kinnicutt & Co. at par. 

ig J carry the right to purchase, after 
Feb. 1, 1921, 3 shares of common stock 
at S35 a sharé for each note. 

Consolidated Textile. —Earned $11 
Per Share in 6 Mos.—Net earnings of 
the corporation for the quarterly period 
from April 3 to July 3, 1920, after all 
charges, except Federal taxes, were $1,- 


* 413,583, and for the 6 months ended July 


3 were $2,937,831, equal to $10.97 per 
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INFORMATION 


‘THE Canadian Pacific Railway, 

through its Bureau of Caria- 
dian Information, will furnish 
you with the latest reliable infor- 
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trial and agricultural develop- 
ment in Canada. In the com- 
plete Reference Libraries mait- 
tained at Chicago, New York 
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share on 267,637 shares of no par stock 
outstanding. 

Corn Products.—Earned $16.79 a 
Share in 6 Mos.—Expansion Plans.— 
The company reports for the 6 months 
ended June 30, 1920, surplus after charges, 
Federal taxes and pref. dividends of $8, 
360,962, equal to $16.79 a share on the 
$49,784,000 common stock, against $5,987,- 
814, or $12.03 a share in the same period 
of 1919. 

Pres. Bedford stated the outlook for 
the company is bright. It should have a 
grinding capacity of 155,000 bu. daily by 
March, 1921. The new $5,000,000 plant 
ought then to be completed and in opera- 
tion. The new $2,500,000 pier being built 
at Edgewater, N. J., should be finished 
next Sept.; meantime the company is op- 
erating at 85% to 90% capacity. 


Crucible Steel—Earned $13.56 in 5 
Mos.—Another Stock Dividend.—For 
the 5 months ended May 31, the company 
reports net profits, after charges and 
taxes, of $5,961,297, equal after pref. divi- 
dends, to $13.56 a share on the $37,500,000 
common stock. 

Company directors have declared a 
stock dividend of 14.28% ($6,250,000) on 
the common stock, payable Aug. 31 to 
stock of record Aug. 15 

Cuban-American Sugar. — Enjoying 
Great Prosperity—The company has 
over $30,000,000 in cash and sugar. Total 
assets are now about $45,000,000, com- 
pared with $22,756,232 at Sept. 30, 1919. 

Earnings for the year to end Sept. 30 
next on the $10,000,000 common stock are 
expected to exceed $15 a share after taxes. 

Gaston, Williams. — Outlook Im- 
proves.—According to Pres. Gaston, 
the company’s cash position has been im- 
proved by the liquidation of a large part 
of its foreign inventories. 

The company is buying automobiles in 
France and shipping them to England. 

Mr. Gaston said the company has seen 
worst of its troubles and the outlook is 
more promising than in a long time. 

General Motors. — Another Western 
Plant Acquired—The corporation has 
acquired for $1,500,000 the plant and busi- 
ness of the Waukesha Malleable Iron Co. 
at Waukesha, Wis., to serve the Samson 
Tractor division located at Janesville, 
Wis., where an investment of $5,000,000 
is being completed. The deal is in the 
form of a 5 yr. lease of the Wau- 
kesha foundry, with an option to pur- 
chase. 

Goodrich.—Earnings Continue Large. 
—For six months ended June 30, 1920, the 
company reports net profits after all 
charges, but before Federal taxes of $7,- 
600,000, compared with $7,700,000 in the 
same period of 1919. 

Gray & Davis.—American Bosch to 
Sell Company’s Products.—Arrange- 
ments are being consummated by which 
the corporation will enter into a long- 
time sales agreement with American 
Bosch Magneto Co., whereby the latter 
will market the company’s products. 
American Bosch officials will become re- 
sponsible for the management of Gray & 
Davis. 

Only the starting and lighting system 
and lamp departments of Gray & vis 
are involved. The new sidelines, com- 
prising house-lighting system and the 
Unit Car, will probably Be retailed by 
Gray & Davis. 

Gulf States Steel—Sharp Increase in 
Profits.—Net earnings of the company 
for June, after taxes, depreciation, etc., 
were $102,139, and for the 6 mos. to June 
30 were $621,123, equal to $3.87 a share 
on the common stock after pfd. dividends, 








CHOOSING 
WITH CARE 


Substantial profits are frequently 
made in the purchase of stocks of 
companies engaged in producing 
oil. 


The business being by its nature specu- 
lative a company should be selected 
which already has some settled produc- 
tion in a proven field and a liberal 
amount of carefully chosen acreage in 
reserve for drilling. 


It is also essential to buy into a com- 
pany whose capital is small compared 
with the value of its properties, and 
whose stock has not yet discounted in its 
selling price the future profits of the 
company. 

Such a situation is not easily found, 
particularly where immediate dividends 
are also available. 


If you are interested in a security com 
bining the above advantages, the details 
may be had from us on application and 
mention of this paper. 


Bolster & Company 


40 Wall Street, New York 
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WANTED 





A FINANCIAL MAN 





Somewhere in each of the prin- 
cipal cities of the United States 
there is a man of sales ability and 
sufficient vision to foresee the es- 
tablishment and development of 
a local office of the largest financial 
service organization in the United 
States. 


We render nine distinct services 
to the investor. The charges vary 
in price up to $1,000 a year. 


If you have confidence in your 
own ability to produce, you will 
not hesitate to undertake this work 
strictly on a commission basis, 
with full co-operation from head- 
quarters, including the names and 
addresses of thousands of prospec- 
tive clients. 


Write in detail, giving full 
record of experience and send 
photo if possible. Address Box 
634, care The Magazine of Wall 
St., 42 Broadway, New York 
City. 
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against $49,475 or a deficit after pfd. divi- 
dends for same period in 1919. 

International Agricultural. — Had 
Record Year.—Good Outlook.—Earn- 
ings of the co ation for the year end- 
ed June 30, 19 , were the largest on rec- 
ord, substantially in excess of the $12.31 
a pref. share reported for the previous 
year. 

The new fiscal year will in all prob- 
ability establish a new record for earn- 
ings. Sales of phosphate rock are heavy, 
and prices high. 

International Harvester. — Immense 
Profit Sharing for Workers.—The com- 
pany voted at a special meeting, to set 
aside $60,000,000 stock to be divided 
among employes under an extra compen- 
sation and stock ownership plan open to 
all workers in this country and Canada. 
In size and scope this profit-sharing plan 
is unparalleled in the annals of American 
business. The program provides for spe- 
cial disbursements each year beginning 
Jan. 1, 1921, of stock and cash of an 
amount equal to 60% of the company’s 
net profits in excess of 7% on the cor- 
poration’s invested capital. 

International Mercantile Marine.— 
1919 Earning $25.45 a Pfd. Share.—Re- 
marks: The company, for 1919, showed 
net earnings after all charges of $13,166,- 
114, or $25.45 a share on the pfd. stock, 
against $9,639,026 or $18.63 a share in 


1918. The combined income account 


shows: 
1919 1918 
$58,875,494 $30,151,368 
8,751,474 4,516,985 


$67,626,968 $34,668,353 
47,139,691 18,938,054 
2,737,345 2,789,762 


$17,749,932 $12,940,537 
4,583,818 3,301,511 


$13,166,114 $9,639,026 

*After British excess profits tax. 

Pres. Franklin said in the annual re- 
port: 

“The earnings so far in 1920 have been 
below those for the same period of 1919, 
due to recession in freight rates, labor 
difficulties in various places seriously in- 
terfering with the regular movement of 
traffic and the despatch of steamers, and 
particularly to the excessive cost of fuel 
and the great difficulty in securing same. 

“An improvement is expected, however, 
in earnings for the remainder of the year. 

“A regular passenger and freight serv- 
ice between New York and Hamburg 
was inaugurated in Dec., 1919.” 

International Motor Truck.—5 Mos. 
Earnings.—In Strong Position.—Pro- 
duction.—Earnings of the corporation 
for the first 5 months of 1920, after all 
charges, and taxes, were over $1,700,000, 
or at the rate of $4,080,000 annually. De- 
ducting a year’s dividends on both classes 
of pref. stock, this equals $10.50 a share 
on the common stock, and for the first 
five months profits have, of course, shown 
little benefit from the newly acquired re- 
sources, consisting of the New Brunswick 
plant and $12,000,000 cash. 

As of May 31, 1920, the balance sheet 
showed net quick assets of $21,221,000, or 
$5,000,000 over par for both issues of pfd. 
stock. The corporation is producing at 
the rate of 9,000 trucks annually. 

Maxwell Motors.—Situation Clearing. 
—Regarding the present tangle in the 
company’s affairs, it is reported in bank- 
ing circles that one man from the Nash 
Motors and one from Willys-Overland 
will give 2 or 3 days a week in coopera+ 
tion with the Maxwell management; and 
that, with the aid practicaJly assured by 
Detroit banks, the present complicated 
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THE EFFECT OF 
STOCK DIVIDENDS 


STANDARD 
@1L STOCKS 


WE HAVE PREPARED A CIB- 
CULAR GIVING A RECORD OF 
THE MARKET ACTION, OVER 
A PERIOD OF YEARS, OF 
STOCKS OF STANDARD OIL 
COMPANIES WHICH HAVE 
DECLARED STOCK DISTRIBU- 
TIONS. 


H.PFORZHEHMER & CB 


Dealers in Standard Oil Securities 
25 Bread St., N. Y. 
Phenes 5360-1-2-3-4 Broad. 





We have taken over 
the 


market monthly 


“The Oil 
Industry” 


which covers important news of 
the Standard and Independent 
oil companies. 


Upon request we will be glad 
to place your name on our mail- 
ing list. 


R.C.MEeGcarRGeEL & Co. 


27 Pine Street, New York 
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situation of the company will be worked 
out successfully. The immediate money 
needs are not as great as reported. With 


regard to the $11,000,000 owed to banks ® 


the company is ready to put through per- 
manent financing plans as soon as the 
credit situation permits. Inventory ac- 
count is gradually becoming more nor- 
mal, following an increase resulting from 
congested freight conditions. 

Mullins Body.—Earned $3.65 a Share 
in 6 Mos.—Sales Heavy.—The company 
will soon receive the benefit of its recent 
additional investment in plant improve- 
ments and extensions. Sales are running 
at double last year’s annual rate. In spite 
of transportation difficulties, earnings for 
the first 6 months were $360,118, or at 
the annual rate of $7.30 a common share. 
Net for May before taxes was $198,212, 
or at the annual rate of over $16 per share 
before taxes. 

The company is in a strong financial 
condition with current assets over 7 times 
current liabilities, and net quick assets of 
$2,391,477, or over $239 per share of pre- 
ferred, 

Otis Elevator.—Earned $28.60 Annu- 
ally on Common.—New Plant in Pros- 
pect.—The statement of the company 
for the 6 months ended June 30, 1920, 
showed earnings of $1,355,522 after all 
charges and taxes, or $14.60 a share on 
the common stock, against $19 a share 
actually earned in 1919. 

The company has more business on its 
books than it can handle, and the erec- 
tion or purchase of an additional plant is 
talked of. 

Otis Steel—Earned $2.70 a Share in 
6 Mos.—For the quarter ended June 30, 
the company reports surplus after charges 
but before Federal taxes, of $1,026,768, 
compared with $820,389 in the preceding 
quarter. 

After deducting estimated Federal taxes 
and pfd. dividends net earnings for the 
6 months were approximately $1,200,000 
or $2.70 a share on the common stock. 
Net earnings before taxes in June 
amounted to $495,049. 

Pacific Coast Co.—Common Divi- 
dends Resumed.—Directors of the com- 
pany have resumed dividends on the com- 
mon stock by a 1% disbursement. The 
common dividend was passed in Feb. 1920. 

Pierce-Arrow.—Earned $4.09 a Share 
in 6 Mos—For the 3 months ended 
June 30, 1920, the company reports sur- 
plus after charges and taxes of $705,779, 
equal, after pref. dividends, to $2.02 a 
share on the 250,000 shares common 
stock. This compares with surplus of 
$717,265, or $2.07 a share in the preceding 
quarter. 

Surplus for the six months ended June 
30 was $1,423,044, equal to $4.09 a share 
on the common stock after pref. dividends, 
and comqnes with $1,193,688, or $3.17 a 
share in 1919. 

Republic Steel.—Earned $6.22 in June 
Quarter.—Unfilled Orders—For the 
quarter ended June 30, 1920, the company 
shows surplus after Federal taxes and 
charges of $2,305,500, equal after pref. 
dividends to $6.22 a share on the $30,- 
000, common stock, compared with 
$1, 777,317, or $4.46 a share in the previous 
quarter, and $510,916, or 27c. a share in 
the June quarter of 1919. 

Surplus available for he for the 
6 months ended June 30, 1920, was $4,- 
082,817, equal to $10.69.a share on the 
common, after pref. dividends, compared 
with $1, 564,872, or $2.53 a share in 1919. 

Unfilled orders on hand June 30, 1920, 
totaled 491,585 tons against 512, 451 on 
— 31, last. 

Savage Arms. — Profits Decline 
Sharply.—The corporation for the 3 








U. 5. Steel Common 


I have prepared a little chart covering 
the fluctuations in this stock from Oc- 
tober 15, 1917, te September 13, 1918. 
Puts and Calls clesed out for my clients 
during 1918 returned them from $721 to 
$4,730 Net Profit over their cost price. 
Similar opportunities, if not better, ex- 
pected in the coming year. 

Puts and Calls enable you on a small 
cash outlay to take advantage of the 
fuctuations either way with your cost 
and risk at all times limited to the 
Gollar while profits are unlimited or all 
that a rise or a decline in a stock 
permits. 


OUT of TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office. So can you. My private 
telegraph code enables you to do this. 
Write for Boeklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 


Dealer in Puts and Calls 


Endorsed by Members of the N. Y. 
Stock Exchange 
20 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 











PUTS & CALLS 


If stock market traders 
understeod the advantage de- 
rived from the use of PUTS & 
CALLS, they would familiarize 
themselves with their operation. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 


happenings. 
The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORE 
Phones: Rector 9076-9079 
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months ended June 30, 1920, reports net 

earnings after Federal taxes and pref. 

dividends of $125,304, equal to $1.61 a 

share on the $7,748,000 common stock, 

against $1.06 a share in the preceding 

quarter, and $5.52 a share on the $7,958,- 
common stock in 1919. 

Surplus available for common dividends 
for the 6 months ended June 30, was 
$207,339 equal to $2.67 a share against 
surplus of $1,286,393, or $16.16 a share 
in the same period of 1919. 

Steel & Tube of America.—Earned 
$4.85 on Common in 6 Mos.—For the 
six months ended June 30, 1920, the com- 
pany reports surplus available for depre- 
ciation and common dividends of $4,713,- 
377, equal to $4.85 a share on the 970,906 
shares of common stock. 

Stewart-Warner—Sales & Earnings 
Good.—Sales of the corporation for the 
6 months ended June 30, were $8,242,- 
302, against $4,964,659 for the same 
period of 1919. For the full year the 
turnover should run over $15,000,000, 
contrasting with $11,827,000 for 1919. 

Earnings, before taxes are estimated 
at over $3,000,000 for 1920. As Stewart- 
Warner since the absorption of Stewart 
Mfg. has 460,000 shares outstanding, 
this means a balance of about $7 a share 
before taxes. 

Times Square Auto Supply—Listed 
on N. Y. Exchange—Earnings.—The N. 
Y. Stock Exchange recently listed 190,- 
484 shares of the Company’s common 
stock. 

The company’s income statement for 
the 6 months ended June 30, 1920, 
shows net profit after expenses and 
Federal taxes of $311,142, equal after 
pest. dividends to $1.54 a share on $179,- 
80 shares of common stock of no par. 

Transue & Williams—Earned $4.69 
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a Share in 6 Mos—The company 
earned, net after all reserves, including 
taxes, of $469,000 for the first 6 months 
of 1920, compared with $388,000 for the 
same period of 1919, a gain of 21%, or at 
the rate of $9.38 a share after taxes, 
against $7.76 a year ago. 

United Fruit—Sugar production of 
the company for the year is estimated 
at 835,000 bags, compared with actual 
output of its Cuban sugar mills for 1919 
of 789,000 bags. 

United Retail Stores—Pres. Whelan 
Leaves to Make French Deal.—Pres. 
Whelan, of the company, sailed for 
Europe July 15 to participate in nego- 
tiations between a group of American 
tobacco men and French officials for 
the purchase of that government’s 
monopoly of the tobacco industry in 
France. 

U. S. Food Products—Earnings 
Good; Outlook Bright.—Earnings in 
the 6 mos. ended June 30, are estimated 
at $2,700,000 after all charges and taxes, 
equal to over $8 a share on the common 
stock. Demand for the company’s prod- 
ucts is increasing and profits for the 
year are estimated at $20 a common 
share. 

U. S. Realty—Realizes from Prop- 
erties.—In the past year a number of 
the company’s properties have been sold 
at prices which realized a ‘considerable 
increase over the values as written down 
on April 30, 1917. 

The. company also expects to realize 
a substantial sum eventually from the 
claims against the City of New York 
growing out of subway contracts. 

. S. Rubber—$20,000,000 Notes Sold 
—Financing Completed—Sales.—The 
company has sold to Kuhn, Loeb & Co. 
$20,000, 10-year 714% notes secured 


by $25,000,000 30-yr. 6% bonds, dated 
Jan. 2, 1917. 

Chairman Colt said this completes 
the company’s financing, and with the 
current surplus earnings, will give the 
company sufficient funds to complete 
plant extensions at Detroit, Hartford, 
Providence and Indianapolis, for the in- 
crease of the company’s tire pro- 
duction, which is far below the demand. 

Total sales for the first six months 
of 1920 amounted to $129,000,000, an in- 
crease of $29,000,000 over 1919. Sales 
for the full year 1919 aggregated $225,- 
589,465. 

Net income after all charges and 
Federal taxes for the 6 months ended 
June 30, 1920, showed an increase of 
more than $3,000,000 over net income 
of $10,815,750 after taxes for the same 
period in 1919. 

U. S. Steel—Earned $3.96 a Share in 
June Quarter.—The corporation reports 
net earnings after taxes for the quarter 
ended June 30, 1920, of $43,155,705, or 
$3.96 a share, compared with $42,089,019 
in the preceding quarter and $34,331,301 
in the June quarter of 1919. 

For the 6 months ended June 30 the 
corporation showed surplus after taxes 
and charges of $52,467,318, equal to 
$7.84 a share on the common stock after 

ref. dividends, and compared with 
35,448,303, or $4.49 a share in the same 
1919 period. 

The above earnings make an impres- 
sive statement, and, following the very 
satisfactory statements put out by 
Lackawanna & Republic, show conclu- 
sively, if further evidence were needed, 
the great prosperity the steel industry 
is enjoying. ere it not for the outlaw 
railroad strike in April and May, earn- 
ings would have been much greater. 
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THE FACTS 


Are you posted on Crop 
conditions? 


The Copper Market? 

The Silver Situation? 

The Chemical Companies ? 

The Mexican Situation? 
and other factors affecting 
the Natural Resource Mar- 
ket? 
Keep informed—read our market re- 
view, “Natural Resources,” regularly. 


Sent to investors on request. No 
obligation incurred. 


David Maltman 
Member N. Y. Curb Market Ass’n 
20 Broad St. New York 
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ECHANICAL GRAPHS 


As it is, the corporation has earned its 
full year’s common dividends 1% times 
over, already in the 6 mos. period. The 
notice of an extra payment of 2% re- 
cently in the Magazine was a typo- 
graphical error, Va. Chemical being the 
company intended. 

Vanadium—6 Mos. Profits, $1,319,513. 
—Net earnings of the corporation in 
the 6 months ended June 30, 1920, were 
$1,319,513, after charges and taxes, equal 
to $3.53 a share on the 373,300 shares of 
no par outstanding. 

Willys-Overland — Earned $2.66 a 
Share in 6 Mos.—The company for the 
6 months ended June 30, 1920, reports 
net income after charges and Federal 
taxes, of $6,622,757, equal after pref. 
dividends to $2.66 a share (par $25) on 
the $54,539,016 common stock. 

Pres. Willys says: “Present condi- 
tions and future outlook are satis- 
factory. Production has steadily in- 
creased since Jan. 1, and this has been 
accomplished with a substantial de- 
crease in the number of operatives em- 
ployed. The company is to have an 
extraordinary demand for its product 
for export and domestic business con- 
tinues satisfactory. 


PUBLIC UTILITIES 


Brooklyn Rapid Transit—10% Wage 
Increase Given.—A 10% wage increase, 
representing an advance of 35% since 
Aug. 1, 1919, was announced July 16 by 
Receiver Garrison. The increase is ef- 
fective Aug. 6. The Brooklyn City R. 
R. will make the same wage advance. 

The employees have refused to accept 
these advances, and are demanding 
larger increases. 

Chicago Elevated—10c Fare Neces- 
sary to Avert Disaster.—General Coun- 
sel Porter of the company told the IIli- 
nois P. U. Commission a 10c fare 
is needed immediately to avert bank- 
ruptcy, and that later probably a 12c 
fare will be necessary. He said if the 
present rate of 7%4c continues there will 
ee, deficit of $2,300,000 by the end of 
1920. 

Chicago Surface Lines—Good Re- 
sults Under New Rates.—Surface line 
receipts since the 8c fare was granted 
have averaged about 40% more than 
when operating under the 6c fare. This 
is regarded as a splendid showing con- 
sidering the deflection of traffic to ele- 
vated lines and steam roads, as it shows 
more passengers carried in addition 
to the 33%% increase in rates. 

Cities Service—Earning $40 a Share 
on Common.—For the 12 months ended 
June 30, 1920, the company earned on 
the average amount of common stock 
outstanding, $40.13 a share. As this period 
embraces 6 months of 1919 when earnings 





EDEXCO GLASS HEAD MAP PINS. 
colora, will 


were much poorer, current earnings for 
1920 are considerably in excess of the $40 
a share figure. 

Electric Storage Battery — Booked 
for Balance of Year.—Enough orders 
are in hand to keep the plant busy for 
the balance of this year. Earnings on 
the increased capital are expected to be 
larger than in 1919, when nearly $29 a 
share was earned before federal taxes. 

Hudson & Manhattan—Fare Increase 
Not Enough for Bond Interest.—The 
company has filed with the I. C. Com- 
mission a brief declaring that an in- 
creased fare on the basis of 6c for 
down-town, and 10c for uptown, will 
not oe sufficient revenue to meet 
cumulative interest on the adjustment 
income 5% bonds. 

Marconi Wireless, Ltd.—Earnings for 
1919—Dividends.—This British com- 
pany, earned a profit of £1,220,000 in 
1919, including £590,000 damages from 
the British government. £955,000 was 
carried to profit and loss. 

Directors of the British Company 
have declared a final dividend of 15% 
on ordinary and preference shares, also 
a bonus of 5 shillings per share. 

Montana Power—Earning $7 a Share. 
—Earnings of the company for 1920 
available for the common stock will 
be close to $7 a share on the 466,333 
junior shares outstanding, against $3.43 
a share earned last year. 

N. Y. Railways—New 10% Wage In- 
crease.—The operating force of the 
company, 3,500, received an increase of 
10% in wages on July 18 under an 
agreement to run until Dec. 31, 1921. 
This will increase the operating ex- 
penses of the company °$500,000 a year. 
The agreement was signed by Receiver 
Hedges, under instructions of Federal 
Judge Mayer and representatives of the 
Brotherhood of Company Employees. 

The present increase, the third, 
makes a total of 35% since the com- 
pany went into a receivership. Mr. 
Hedges said he did not know where the 
money was to come from to meet the 
added cost of operation unless the com- 
pany was permitted to increase the 
fare above 5c. On March 4 Mr. Hedges 
reported to Judge Mayer the cash bal- 
ance on hand as $431,638, and on June 3 
the estimated balance was $160,888. 

Pacific Gas & Electric—Gets 10% 
Gas Rate Increase—The Cal. R. R. 
Commission has granted the company 
an advance in gas rates in central and 
northern California of 10%. A 15% ad- 
vance in electric rates was given 2 
weeks ago. The new rates add from 5 
to 15c a thousand cu. ft. to present gas 
prices. 

_ Phila. Rapid Transit—Heavy Valua- 
tion & Return Asked—Dividend Passed. 
~The company has compiled a report 
for submission to the P. S. Commissin, 
valuing its properties at $200,000,000, 
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or $333,000 a mile on its 600 miles of 
track, The previous highest figure was 
$100,000 a mile. 

The company will ask the. commis- 
sion to drop free transfers, saving $3,- 
000,000 yearly, and also to allow a re- 
turn of 8% on the valuation figure for 
the purpose of paying dividends and 
rentals and making improvements. The 
usual return allowed has been 7%. 

Action has again been deferred on 
the 2%% semi-annual dividend, which 
is now believed to have been definitely 
passed. In consequence of this and the 
fare question, 3 directors of the com- 
pany have resigned. 


MINING NOTES 


Butte & Superior—Production Shows 
Good Increase.—June and 6 months’ 
output of the company shows a good 
gain, as follows: 

1920 


Zinc, lbs. Silver, ozs. 











RG 4 vs eds 


Zinc, lbs. Silver, ozs. 
9,750,000 185,000 


6 mos..... 2... 48,875,000 936,000 


Calumet & Hecla—2 Mines Shut 
Down.—The Centennial and Allouez 
mines of the company have suspended 
operations, due to the demoralized 
metal market and the uncertainty of the 
fuel situation. 

Chile Copper—Earned $1,233,036 in 
First Quarter—The company for the 
quarter ended March 31, 1920, reports sur- 
plus after charges of $1,233,036, or 32c. a 
share ($25 par) on the $95,000,000 stock. 
In the preceding quarter there was a 
deficit after charges of $590,916 and in 
the corresponding period of 1919, a deficit 
of $660,769. 

Consolidated Interstate Callaghan— 
New President—To Continue Expan- 
sion. — John Borg has been elected 
chairman of the executive committee and 
president of the company~- at a special 
meeting of the directors, succeeding the 
late John A. Percival. 

International Nickel—Better Outlook. 
—The company is said to have definitely 
“turned the corner,” and business is bet- 
ter than for some time. Common divi- 
dends, however, are still remote, as addi- 
tional plant facilities must be financed 
from earnings. 

Jerome Verde — Present Status — 
Funds Needed.—The company reported 
for the 3 mos. ended March 31 last 842 
ft. of development work, 399 tons of ore 
were mined and shipped. Since then, 
however, lack of funds has almost cur- 
tailed operations. The Main Top shear 
zone, which has produced millions from 
the adjoining property, is still little de- 
veloped. The continuance of this work 
depends on the raising of additional funds 
to finance this development, and the com- 
pany is endeavoring to dispose of $260,000 
of 6% notes for this purpose. 

Kennecott. — Production Continues 
Heavy.—June and 6 months’ output of 
the company continue far in excess of 
1919, as follows :« 

1920 1919 


10,120,000 5,596,000 

53,653,600 33,650,000 

Rand Mines—6 Months’ Production 
Figures.—The gold output of the com- 
pany for June and 6 months was as fol- 


lows (in ozs.): 
1920 1919 
715,917 702,379 
4,104,846 4,147,484 
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OIL NOTES 


Anglo American—Record 1919 Earn- 
ings.—The company’s earnings reached 
a record total of £1,940,878 in the year 
ended Dec. 31, 1919 compared with £1,- 
647,907 in 1918 and £872,242 in 1912. The 
1919 surplus for dividends was £1,201,- 
680, equal to 8 shillings, or 40%, a share 
on the 3,000,000 shares out against 69 
shillings (35%) a share in 1918. 

California Petroleum—No Common 
Dividend Expected—Profits Good.—An 
official of the company recently stated 
that there was little likelihood of the 
company paying dividends on the com- 
mon stock this year, although earnings 
are running at around $7 or $8 a share 
for 1920. 

Gillland—6 Mos. Earnings, $2.61 on 
Common.—For the 6 months ended 
April 30, 1920, the company reports net 
profit after depletion, depreciation and 
Federal taxes, of $1,265,994, equal after 
pref. dividends of $106,114 to $2.61 a 
share on the 444,406 shares of common 
stock. Fixed assets of the company were 
valued at $18,847,000 against $15,487,000 
on Oct. 31, 1919. 

International Petroleum — Valuable 
Contract Made.—The company has con- 
tracted to purchase the entire production 
of the Lobitos Oilfields, Ltd., an English 
company, in Peru for 1921, 1922 and 1923. 
This gives International Petroleum con- 
trol of practically the entire output of 
the Peruvian fields, as the Lobitos com- 
pany controls production of nearly all 
fields not controlled by International. 
The output of Peru in 1919 was 2,561,000 
bbls. 





Mexican Petroleum — May Enter 
Montana Field—Earnings.—J. D. Hoff, 
geologist for the Doheny interests of 
California, which control the company, 
has been in Montana for several weeks 
investigating various structures in the 
State. It is probable these interests will 
soon be operating in Montana. 

The statement of the company for the 
4 months ended April 30, 1920, shows net 
profit after charges and taxes, of $2,112,- 
565, equal after pref. dividends to $4.39 
a share on the $40,826,400 common stock. 


UNLISTED NOTES 


Aetna Explosives—Earned $1.56 a 
Share in 6 Mos.—Net earnings of the 
company after taxes and interest for June 
were $206,456. Net for the six months 
ended June 30 were $851,988, equal to 
$1.56 a share (on the 545,114 shares out- 
standing June 30) against 67¢. a share 
for the first quarter. At present 500,000 
shares of common are outstanding. 

Goodyear Tire & Rubber—Sales In- 
crease 60%—Details—Company sales 
for the first 6 months of 1920 show a 60% 
increase over the same 1919 period. Last 
year’s gross business of $169,000,000 com- 
pares with less than $10,000,000 ten years 
ago. 

V. Pres. Stadelman said: “Goodyear’s 
passenger car tire business so far this 
year has increased 79% in casings and 
107% in tubes. Truck tire business shows 
an increase of 577%. 

“Over 90% of all truck manufacturers 
have contracted with Goodyear for their 
tire needs, also 69% of the passenger au- 
tomobile makers.” 

Guantanamo Sugar.—1920 Earnings 
Estimated $7 per Share.—The company 
is expected to show earnings for the year 
ended Sept. 30, 1920, of about $2,000,000 
after taxes, equal to nearly $7 a share on 
the 300,000 shares of no par new stock. 
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WELL RATED INDUSTRIAL 
manufacturing concern desires to sell 
through High Rated Brokers their remain- 
ing capitalization of Stock. Will bear most 
scrutinizing investigation. Company will 
pay expenses of Broker Representative to 
and from New York to Factory to substan- 
tiate merit for investment. Representative 
of Factory will be in New York in near 
future. Write or wire 522 Hunstock Ave., 
San Antonio, Texas, for appointment. 





= SALESMAN 
Large 


concern desires* the services of a 


National Manufacturing. 
high grade man or investment 
house to assist in disposing of their 
Common Stock. 

L. C. WEAVER, Treas. 

42 and 44 N. Front Street 
Philadelphia, Pa. 


OIL COMPANIES 
BANKERS AND BROKERS 








for operators in stocks, grain or cotton 
Write for full 
BOX 2-A, MAGAZINE OF WALL ST. 





$17 


























KEEP POSTED 


The books, booklets, pamphlets, circulars, special 1 rye listed 
by investment houses of the highest standing. 


prepared with Anne utmost care 


below have 


Si A mailed on_request direct from the issuing firm to the readers of THE 
MA INE OF WALL S STREET FRE FREE OF CHARGE. 

We advise our readers to freely. take odventese of this service, which will keep them in 
immediate touch — what is going on in 
Service for Clients 


Send all requests to Advertising Dept. 
MAGAZINE OF WALL STREET, 42 Broadway, New York City 


It is a “Specializ 


A comprehensive little book, pub- 
lished with the endeavor to make 
clear points which have been often 
misunderstood by the experienced 
trader as well as the uninitiated. 


(15) 


OPPORTUNITIES IN LIBERTY 
BONDS AND VICTORY NOTES 
One of the most comprehensive 
and easily read circulars that has 
ever been issued on Liberty Bonds. 
) 


PUBLICATIONS OF CUR- 

RENT INTEREST 
A list of booklets and pamphlets 
containing reliable information on 
subjects of general business and 
financial interest, published by a 
large financial institution. (32) 


TITLE INSURANCE PROTECTION 
TO REAL ESTATE OWNERS AND 
INVESTORS 
A booklet offering some sound 
arguments for this type of insur- 
ance. (66 


THE BACHE REVIEW 


A summary of the general 
financial and business situation, 
issued weekly by a large New 
York Stock Exchange house. (5) 


“SAFEGUARDING YOUR INVEST- 
‘MENTS” . 

A booklet originally written 
for the instruction and guidance 
of salesmen belonging to a large 
investment house. It will prove 
interesting to discerning pur- 
chasers of sound investments. (38) 


STANDARD GAS & ELECTRIC 
COMPANY 
A beautifully — illustrated book 
describing the investment merits 
of the above company, based on 
its peace, war and reconstruction 
activities. (12) 


RAILROAD INVESTMENTS 
A discussion of the Cummins-Esch 
Bill and a brief description of 90 
railroad bonds. (81) 


“GUARANTEED STOCKS— 
LACKAWANNA AND PENNSYL- 
VANIA SYSTEMS” 

A map in colors, showing the 


various advantages of the 100) 
anteed stocks of this railroad. 





Wall Street, without any expense or obligation. 


“AN INVESTOR’S CATECHISM” 


A little book answering some 
all-important questions for the 
investor. (49) 


MODERN INVESTMENT PRACTISE 


Three booklets of a series: 

1. Lessons for bond-holders. 

2. Testing preferred stocks, 
prepared by an able statistician 
who has made a study of bonds 
and preferred stocks. 

3. The Valuation of Common 
Stocks. (68) 


“THE WELL FROG” 


A little booklet by Ellis Par- 

ker Butler. 

“What we need is a song that 
would begin— 

“Father, dear father, quit buy- 
ing bum stocks, 

“Or our whole caboodle will go 
on rocks.” ) 


“HOW FORMAN FARM MORT- 
GAGES ARE MADE” 


A handsome booklet discus- 
sing this form of investment— 
from the farmer to the house of 
issue. (24) 


“THE MAN WHO NEVER TOOK A 
CHANCE” 


The story of two men who 
started out to attain financial in- 
dependence. One took the road 
of high yield and doubtful se- 
curity, the other—the road of 
conservative yield. .and abso- 
lutely safe security. The result 
pe prove interesting reading. 


STUDY & COMPARISON PAST & 
PROBABLE FUTURE MARKET AC- 
TION OF 
Old issues of 7% R. R. Bonds 
New issues of 7% R. R. Bonds 
Old issues of 4% R. R. Boss) 


GERMAN MUNICIPAL BONDS 


A series of circulars describing 
bonds of the leading cities of 
Germany. (44) 


FOREIGN BONDS AND EXCHANGE 


A comprehensive circular showing 
the many advantages of investing 
in the depreciated money and 
ae of the warring Nations. 











Marland Refining—Earnings & Pro- 
duction.—Earnings for May, before de- 
pletion, drilling expenses and 
taxes, were $441,468, an increase of 55% 
over January. Gross production in June 
was 249,692 bbls., compared with 
bbls. in May. In the first 6 months, gross 
output totaled 1,213, 773 bbls. 

1,900,447 bbls. in 1919, 


The New-Book 


AMERICANIZATION—By Talbot & 

Johnsen. 

This book indicates the essentials of 
Americanism. It gives in convenient 
much original source-material sh 
methods of Americanization and poifts to 
the part Americans and American emi- 
grants are taking in the democratization 
of the world. It shows thé stages of 
growth of the American Idea through as- 
similation and internationalizing of races. 
Price, $1.90 postpaid. 


THE FOREIGN TRADE OF THE 
UNITED STATES—By Thos. F. 
Ford and L. Cummings Ford, with 
an introduction by Wm. L. Saunders, 
President American Mfrs. Export 
Association. 

This volume contains authoritative in- 
formation on the War Trade of the 
United States, Foreign Exchange, The 
Extension of Credit, The Foreign Trade 
of Other Nations and other kindred sub- 
jects of current interest. Price, $3.10 
postpaid. 

INDUSTRIAL ADMINISTRATION 
—A series of lectures delivered in the 
Department of Industrial Adminis- 
tration in the College of Technology, 
Manctester. 

This volume covers such subjects as 
“Social Obligations of Industry to La- 
bor,” “The Applications of Psychology to 
Industry,” “Atmospheric Conditions and 
Efficiency”, etc. 














Price $3.10 postpaid. 


THE MINES HANDBOOK—by Wal- 
ter Harvey Weed, E. M., Former 
Geologist in the U. S. Geological Sur- 
vey, 1883-1906. 

The 1920 edition of this book covering 
the period of 1918, 1919 and the first quar- 
ter of 1920 of the mining industry de- 
scribing new organizations with chapters 
on all metals and ore minerals. 

Price $15.25 postpaid. 





ELECTRICITY TO SUPERSEDE 
STEAM 
(Continued from page 453) 


In addition to the ability of electricity to 
increase the traffic over a given road, it 
has a number of other advantages, includ- 
ing fuel conservation, more reliable opera- 
tion, and the reduction of the amount of 
labor required to handle a_ton-mile. 
While these are secondary to the principah 
advantage of freer traffic movement, they 
are nevertheless of great economic im- 
portance, and will add weight to the rea- 
sons for electrified railroads. 

In conclusion, it is well to point out 
that probably the great part of our rail- 
road route mileage will never be electri- 
fied because conditions will not warrant it, 
but it is probable that the great part of 
our tonnage will be hauled electrically 
before the close of this century. 
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